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33-5840 Extension of Comment period regard- 
ing railroad industry disclosure guide- 
lines, deferred maintenance and 
betterment accounting. [File No. S7- 
692— Extended to September 16, 1977] 


Recission of a rule which required cor- 
porations to submit with an initial fil- 
ing of a registration statement a brief 
descriptive summary of the registra- 
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tion statement for the Commission’s 
use. 


34-13713 Action on requirement for accountant 
determination of procedures re posses- 
sion or control by broker dealer of cer- 
tain customer securities, deferred until 
January 1, 1978—Comment period ex- 
tended until October 31, 1977. [File 
No. S7-691] 


34-13719 Adoption of rules intended to facilitate 
the transmission of proxy materials 
from publicly held companies to bene- 
ficial shareowners through intermedi- 
aries who hold stock in street or nomi- 
nee name. [File No. S7-581] 


34-13720 Proposed amendment of rule intended 
to facilitate the transmission of proxy 
material from publicly held companies 
to beneficial shareowners through in- 
termediaries who hold securities in 
street or nominee name. 


RULES 


The following rules relate to self-regulatory organi- 
zation rule proposals and/or adoptions. 


34-13704 34-13706 34-13707 34-13708 34-13709 
34-13714 34-13715 34-13716 34-13718 34-13721 
34-13722 24-13724 34-13725 
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SECURITIES ACT OF 1933 
Release No. 5840/July 1, 1977 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 13710/July 1, 1934 


RAILROAD INDUSTRY DISCLOSURE GUIDELINES, 


DEFERRED MAINTENANCE, AND BETTERMENT 
ACCOUNTING 


SEC DOCKET/1097 





AGENCY :Securities and Exchange Commission. 
ACTION: Extension of Time for Comment. 


SUMMARY: Because interested persons have 
requested additional time to formulate material in re- 
sponse to the Commission’s invitation to comment on 
proposed railroad industry disclosure guidelines, 
deferred maintenance and betterment accounting, the 
Commission has extended the comment deadline date 
which currently would expire on June 17, 1977. 


DATES: Comments must be received on or before: Sep- 
tember 16, 1977. 


ADDRESS: Comments should refer to file No. S7-692 
and should be submitted in triplicate to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. 


FOR FURTHER INFORMATION CONTACT: (A) With 
respect to disclosure guidelines: Richard K. Wulff, 
Division of Corporation Finance, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549 (202/755-1750). (B) With 
respect to deferred maintenance and betterment 
accounting: Lawrence J. Bloch, Office of the Chief Ac- 
countant: Securities and Exchange Commission, 500 
North Capitol Street, Washington, D.C. 20549 
(202/755-1182). 


SUPPLEMENTARY INFORMATION: On April 28, 
1977. the Commission published Securities Act Release 
No. 5824, Securities Exchane Act Release No. 
13479(42FR 24069 (May 12. 1977)) announcing that it 
was considering the formulation of rules and guides 
and requesting public comment with respect to (1) the 
form and content of railroad industry disclosure 
guidelines: (2) a uniform definition of deferred 
maintenance and uniform standards for its quantifi- 
cation and disclosure: and (3) the appropriateness of 
betterment accounting in documents filed with 
the commission and distributed to stockholders. 
Interested persons were invited to submit written views 
and comments on or before June 17, 1977. 


The Commission has received written requests and 
several oral requests to extend the comment period on 
these matters. In order to receive the benefit of the 
comments which affected issuers and others may have 
on these matters, the Commission has determined to 
extend the comment period until September 16, 1977. 
By the Commission. 


George A. Fitzsimmons 
Secretary 


July 1, 1977 
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SECURITIES ACT OF 1933 
Release No. 5841/July 5, 1977 


Admin. Proc. File No. 3-5183 
In the Matter of 


PLOTKIN, YOLLES, SIEGEL & TURNER; MARCUS 
PLOTKIN; MURRAY YOLLES; ROBERT W. SIEGEL 


Rule 2(e) of the Rules of Practice 


FINDINGS AND ORDER IMPOSING SANCTIONS AND 
ACCEPTING RESIGNATIONS FROM PRACTICE 


In this proceeding instituted pursuant to Rule 2(e) of 
this Commission’s Rules of Practice, Plotkin, Yolles, 
Siegel and Turner (‘‘PYST’’). a Michigan partnership 
engaged in the practice of law. and individual partners 
therein. Marcus Plotkin (‘‘Plotkin’’), Murray Yolles 
(‘‘Yolles’’). and Robert W. Siegel (‘‘Siegel’’), without 
admitting or denying any of the allegations contained in 
the Order for Private Proceeding or any of the findings 
or conclusion herein. have submitted an offer of 
settlement solely for the purposes of this proceeding. 
PYST consents to the sanction imposed by this Order 
and Messrs. Plotkin, Yolles and Siegel have tendered 
their resignations from appearing or practicing before 
this Commission on the terms provided herein. The 
Commission has determined to accept the offer of 
settlement. 


On the basis of the Order for Private Proceeding and 
the offer of settlement, we find the following: 


During the period from about May, 1971 to about 
December, 1971, Natural Resource Investment 
Corporation (‘‘NRIC’’) and POM _ Corporation 
(“POM”), of which NRIC was an affiliate, filed with the 
Commission a number of Schedule D’s, pursuant to 
Regulation B under the Securities Act of 1933, with re- 
spect to oil and gas interests offered and sold by NRIC 
and POM. 


On or about March 22, 1971, Marcus Plotkin and 
Murray Yolles jointly purchased a total of 500 shares of 
the common stock of NRIC. and, on or about August 15, 
1971. jointly purchased an additional 500 shares of 
NRIC, for a total of 1,000 shares as of that latter date. 
The 1,000 shares represented 10% of the then issued 
and outstanding common stock of NRIC. NRIC retained 
the services of PYST, which specialized in the law of 
taxation, to advise prospective investors as to the tax 
consequences and aspects of an investment in NRIC oil 
and gas leases. 


PYST and Plotkin, Yolles and Siegel counseled and 
advised such investors as to the advisability of invest- 
ing in or purchasing said oil and gas interests, and in 
some cases favorably recommended said securities. In 





addition, PYST and Plotkin, Yolles and Siegel 
distributed and circulated or caused to be distributed 
and circulated to some of its clients Schedule D’s and 
related documents concerning the oil and gas interests 
issued or to be issued by NRIC or POM. Of the approxi- 
mately 118 individuals who invested in the various 
NRIC or POM oil and gas leaseholds, approximately 60 
were clients of PYST (or were PYST, Plotkin, Yolles, or 
Siegel) who invested some $1,163,000 (including a total 
of $51,950 invested by PYST and Plotkin, Yolles, and 
Siegel), or almost one-half of all investments in such 
leaseholds. 


During the period from on or about June 1, 1971 
through on or about April 20, 1972, PYST received from 
NRIC or POM and accepted payments totaling $97,230, 
based, at least in part, on the fact of, or on the amount 
of. monies invested by its clients in purchasing the 
percentage or fractional interests in oil and gas 
leaseholds issued or to be issued by NRIC or POM. In 
this connection, the payments may not have been 
disclosed to some of the PYST client-investors. In 
addition, PYST and Plotkin, Yolles and Siegel failed to 
reveal the stock ownership of Marcus Plotkin and 
Murray Yolles in NRIC to said investors. 


Under the circumstances, it is found that PYST and 
Plotkin, Yolles and Sieglel do not possess the requisite 
qualifications to represent others before this Commis- 
sion. 


In determining to accept the offer of settlement, 
the Commission has considered various mitigative 
factors, including the voluntary adoption by PYST and 
Plotkin, Yolles and Siegel of corrective changes in the 
firm’s procedures to avoid any repetition of the conduct 
or activities which led to this proceeding; the fact that 
the firm and the partners named above voluntarily 
assisted and cooperated with the Commission staff in 
its investigation: and the fact that the firm and Plotkin, 
Yolles and Siegel have not. until now, been respon- 
dents in any prior proceeding under Rule 2(e), or any 
other administrative proceeding brought by the 
Commission, or any civil action instituted by the 
Commission. After due consideration of all the 
circumstances has determined and upon the 
recommendation of the staff, the Commission has 
determined to accept the offer of settlement of PYST, 
Plotkin, Yolles and Siegel. 


Accordingly, IT 1S ORDERED THAT: 


1. PLOTKIN, YOLLES, SIEGEL & TURNER, a Michi- 
gan partnership engaged in the practice of law, be, and 
it hereby is, CENSURED: 


2. The RESIGNATIONS OF MARCUS PLOTKIN, 
MURRAY YOLLES and ROBERT W. SIEGEL, and 
each of them. from appearing or practicing before the 


Commission as attorneys be, and they hereby are, 
ACCEPTED, and they shall no longer have the 
privilege of so appearing or practicing, such 
resignations to be effective at the opening of business 
on the second Monday after the date of this Order; 
PROVIDED HOWEVER. that after the expiration of 
eighteen months from the date of this Order, said 
MARCUS PLOTKIN, MURRAY YOLLES and ROBERT 
W. SIEGEL, and each of them, singly or in com- 
bination. may apply to the Commission for rein- 
statement of his or their privilege to appear and 
practice before the Commission, the application to be 
granted if no information has come to the attention of 
the Commission that, during the period of resignation 
from appearance and practice before the Commission, 
he or they have engaged in any activity, transaction, 
practice, act or course of conduct which would be a 
basis for adverse action against him or them Pursuant 
to Rule 2(e) of the Commission’s Rules of Practice; 


3. MARCUS PLOTKIN, MURRAY YOLLES and 
ROBERT W. SIEGEL, and each of them, shall consult 
with competent securities counsel in connection with 
the preparation of any documents thay may be 
reasonably expected to be delivered to public investors, 
until such time as they demonstrate to the satisfication 
of the Commission that they are familiar with the 
disclosure provisions of the federal securities laws. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5842/July 2, 1977 


Rescission of Rule Requiring Summaries of Registra- 
tion Statements. 


AGENCY: Securities and Exchange Commission. 


ACTION: Recission of rule. 


SUMMARY: The Commission is rescinding a rule 
which required corporations to submit with an initial 
filing of a registration statement a brief descriptive 
summary of the registration statement for the 
Commission’s use. The summary, which was used to 
prepare notices of filing of registration statements 
included in the SEC News Digest, is no longer being 
required because the Commission believes that the 
Commission staff can write the necessary shorter News 
Digest notices. 
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EFFECTIVE DATE: Immediately. 


FOR FURTHER INFORMATION CONTACT: Linda 
Griggs, Office of Disclosure Policy and Proceedings, 
Division of Corporation Finance, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549 (202/755-1750). 


SUPPLEMENTARY INFORMATION: The Securities 
and Exchange Commission today announced that it has 
rescinded Rule 458 (17 CFR 230.458) promulgated 
under the Securities Act of 1933 (the ‘‘Act’’) [15 U.S.C. 
77a et seq., aS amended by Pub. L. No. 94-29 (June 4, 
1975)]. Rule 458 (Brief Descriptive Summary of 
Registration Statement) required corporations to 
furnish to the Commission a summary of the offering as 
a part of the materials accompanying the initial filing of 
a registration statement on forms other than Form S-8 
(17 CFR 239.16b) or Form S-12 (17 CFR 239.19) under 
the Act. The rule calls for the inclusion of certain 
specified information in the summary. 


The staff of the Cammission has used the Rule 458 
summaries in the preparation of the notices of filing of 
registration statements included in the SEC News 
Digest. The Commission has rescinded the rule 
because it believes that the notices should be shortened 
and that the staff can write notices containing the 
appropriate amount of information. Henceforth, the 
notices in the News Digest will include the following 
information; (1) the file number; (2) the form on which 
the registration statement is filed; (3) the name, 
address and phone number of the issuer of the security; 
(4) the title and the number or face amount of the 
securities being offered: (5) the name of the managing 
underwriters, if any; and (6) whether the offering is a 
rights offering.' 


§230.458. Brief descriptive summary of registration 
statement. is hereby rescinded. 


This action is taken pursuant to Section 19(a) of the 
Securities Act of 1933. The Commission finds that this 
action relaxes a burden upon registrants and that 
publication for comment pursuant to the Administrative 
Procedure Act of 1946 (5 U.S.C. 553) is not necessary. 


This action is effective immediately. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





' The availability of this information on the cover page of a 


prospectus makes it readily accessible to the editors of the 
News Digest. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13703/June 30,1977 


Administrative Proceeding File No. 3-5206 
In the Matter of 

CHANNEL COMPANIES, INC. 

File No. 0-4914 


ORDER GRANTING APPLICATION PURSUANT -TO 
SECTION 12(h) OF THAT ACT. 


The securities and exchange commisson has issued an 
order granting the application of Channel Companies, 
Inc., a wholly owned subsidiary of W.R. Grace & Co., 
pursuant to Section 12(h) of the Securities Exchange 
Act of 1934 (the ‘‘Exchange Act’’) for an exemption 
from the reporting requirements of Sections 13 and 
15(d) of the Exchange Act. 


It appeared to the Commission that the granting of the 
requested exemption would not be inconsistent with the 
public interest or the protection of investors. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 13704/ June 30, 1977 


NOTICE OF WITHDRAWAL OF PROPOSED RULE 
CHANGE BY THE CHICAGO BOARD OPTIONS 
EXCHANGE, INC. 

File No. SR-CBOE-76-7 


The chicago Board Options Exchange, Inc. (‘‘CBOE’’), 
by letter dated June 7, 1977. has withdrawn from Com- 
mission consideration a proposed rule change set forth 
in the above-referenced rule filing made pursuant to 
Section 19(b) of the Securities Exchange Act of 1934 
(the ‘‘Act’’) (15 U.S.C. §78s(b)) and rule 19b-4 there- 
under (17 C.F.R. 240.19b-4). 


The rule change proposed in SR-CBOE-76-7' would, 
among other things, have required Board Brokers on 
the CBOE to adopt a nondiscriminatory schedule of 
rates for the execution of limit orders and to refrain 
from ‘‘unbundling’’ charges for their floor brokerage 
services. 





' Filed April 5, 1976. Notice of the proposal was provided 
in Securities Exchange Act Release No. 12314 (April 5, 
1976), 9 SEC DOCKET 374 (April 20, 1976) and the terms 
of substance were published in 41 Fed. Reg. 15459 (April 
13, 1976). 





For the Commission by the Division of 
Regulation, pursuant to delegated authority. 


Market 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13705/ June 30, 1977 


SEE 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9833/ June 30, 1977 


SECURITIES EXCHANGE ACT OF 1934 
Retease No. 13706/June 30, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE DEPOSITORY TRUST COMPANY File No. 
SR-DTC-76-8) 


The Depository Trust Company (‘‘DTC’’) submitted on 
June 20, 1977, Amendment No. 2 to the proposed rule 
changes originally filed in SR-DTC-76-8 pursuant to 
Rule 19b-4 under the Securities Exchange Act of 1934 
to establish, and to set fees for, an automated 
communications link between DTC and its participants 
called the Participant Terminal System (PTS). 


Publication of the submission is expected to be made in 
the Federal Register during the week of July 4, 1977. 
Interested persons are invited to submit writtern data, 
views and arguments concerning the submission within 
twenty-one days from the date of publication in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to file No. 
SR-DTC-76-8. 


Copies of the submission, with accompanying exhibits, 
and of all written comments will be available for public 
inspection at the Securities and Exchange Commis- 
sion’s Public Reference Room, 1100 L Street, n.w., 
Washington, D.C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13707/ June 30, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE MIDWEST STOCK EXCHANGE, INCORP- 
ORATED 

File No. SR-MSE-77-28 


The midwest Stock Exchange, Incorporated (‘‘MSE’’) 
submitted on June 27, 1977 a proposed rule change 
under Rule 19b-4 to allow options-only members to be 
registered as market makers in the stocks underlying 
options traded on the MSE and to allow members who 
are both options and equity members to hold 
appointments as market makers in both stocks and 
options. 


Publication of the submission is expected to be made in 
the Federal Register during the week of July 4, 1977. In 
order to assist the Commission to determine whether to 
approve the proposed rule change or institute proceed- 
ings to determine whether the proposed rule change 
should be disapproved, interested persons are invited 
to submit written data, views and arguments 
concerning the submission within 21 days from the date 
of publication in the Federal Register. Persons desiring 
to make written submissions should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-MSE-77-28. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and Ex- 
change Commission’s Public Reference Room, 1100 L 
Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 13708/ June 30, 1977 





NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE AMERICAN STOCK EXCHANGE , INC. 
File No. SR-Amex-77-14 


The American Stock Exchange, Inc. (‘‘Amex’’) sub- 
mitted on June 15, 1977 a proposed rule change under 
Rule 19b-4 to amend Article II, Section 2 of the 
Exchange Constitution. That Section authorizes the 
Board, insofar as is consistent with the Securities Ex- 
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change Act, (1) to require that member transactions in 
Exchange-listed securities be executed on the Ex- 
change, (2) to supervise all matters relating to dis- 
semination of quotation and last sale information, and 
(3) to approve communication devices connecting 
member’s offices and the Floor. 


Publication of the submission is expected to be made 
in the Federal Register during the week of July 4, 1977. 
order to assist the Commission to determine whether to 
approve the proposed rule change or institute 
proceedings to determine whether the proposed rule 
change should be disapproved, interested persons are 
invited to submit written data, views and arguments 
concerning the submission within 21 days from the date 
of publication in the Federa/ Register. Persons desiring 
to make written submissions should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-Amex-77-14. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13709/ June 30, 1977 


In the Matter of 


THE OPTIONS CLEARING CORPORATION 
6150 Sears Tower 
Chicago, Illinois 60606 


(File No. SR-OCC-77-1) 


ORDER APPROVING RULE CHANGE SUBMITTED 
BY THE OPTIONS CLEARING CORPORATION TO 
PERMIT AN EXERCISE NOTICE TO BE FILED IN 
RESPECT OF AN OPENING PURCHASE TRANS- 
ACTION ON THE DATE WHEN THE TRANSACTION 
IS EXECUTED 


On April 20, 1977, The Options Clearing Corporation 
(‘“‘OCC’’) submitted, pursuant to Rule 19b-4 under the 
Securities Exchange Act of 1934 (the ‘‘Act’’), a 
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proposed rule change to permit a clearing member to 
file an exercise notice respecting an opening purchase 
transaction on the date of such transaction. 


In accordance with Section 19(b) of the Act and Rule 
19b4 thereunder, the proposed rule change was 
published in the Federal Register (42 F.R. 23899, May 
11, 1977), and the pubiic was invited to submit 
comments until June 1, 1977. Notice of the filing and an 
invitation for comments also appeared in Securities 
Exchange Act Release No. 13503, May 3, 1977. No 
letters of comment were received. 


The Commission has reviewed the OCC submission and 
finds that the proposed rule change is consistent with 
the requirements of the Act and the rules and 
regulations thereunder applicable to registered 
clearing agencies, and in particular, the requirements 
of Section 17A and the rules and regulations 
thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
contained in File No. SR-OCC-77-1 be, and hereby is, 
approved. 

For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13710/July 1, 1977 


SEE 


SECURITIES ACT OF 1933 
Release No. 5840/July 1, 1977 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 13711/July 1, 1977 


Administrative Proceeding 
File No. 3-5245 


KIDDER PEABODY & CO., INCORPORATED 
10 Hanover Square 
New York, New York 


ORDER INSTITUTING PROCEEDINGS AND FIND- 
INGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


The Commission deems it appropriate that proceedings 
be instituted against Kidder Peabody & Co. 





Incorporated (‘‘Respondent’’) pursuant to Section 
15(b)(4) of the Securities Exchange Act of 1934 
(‘Exchange Act’’). 


Respondent simultaneously with the institution of these 
proceedings, has submitted its Offer of Settlement for 
the purpose of disposing of the issues raised in 
these proceedings. Under the terms of the Offer of 
Settlement, Respondent waives the institution of formal 
proceedings and, solely for the purposes of these 
proceedings, and without admitting or denying the 
facts or findings set forth herein, consents to the 
issuance of an Order. 


The Commission has deemed it appropriate and in the 
public interest to accept the Offer of Settlement and 
accordingly, is issuing this Order. 


| 
FACTS 


Respondent is a broker-dealer registered with the 
Commission under Section 15(b) of the Exchange Act, 
and a member of several registered securities ex- 
changes and the National Association of Securities 
Dealers. Kidder Peabody Realty Corporation (‘‘Kidder 
Realty’’), a subsidiary of Respondent which maintains 
its principal office also at 10 Hanover Square in New 
York, New York, has been registered as a broker-dealer 
with the Commission since April 3, 1966. 


A. W-O Associates 


W-O Associates (‘‘W-O’’) of Seattle, Washington, is a 
limited partnership which was organized in that state 
by two real estate developers. W-O was created for the 
initial purpose of obtaining equity funds to assist the 
mortgage financing of a 770-unit suburban garden 
apartment complex.' 


About June 1, 1970. Respondent and Realty 
commenced an unregistered best-efforts offering of 
limited partnership units of W-O for a total of 
$2,220,000 at a price of $60,000 per unit, of which 
$24,000 was required to be paid at the time of the sale 
and the balance was to be paid in annual installments 
provided that the project achieved a breakeven level of 
operations. This offer was made to 64 or more persons 
of diverse occupations, including retired persons, 
residing in 12 states. The offering was packaged as a 
tax shelter and as such was directed to customers of 
Respondent and Realty who were believed to be in high 





' The organizers of W-O previously consented to judgments 
of permanent injunctions against further violations of var- 
ious provisions of the federal securities laws (See Litigation 
Release No. 6248, February 15, 1974). 


tax brackets. The tax shelter characteristics of the 
investment were accurately stated in the offering 
circular. 


The offering circular contained material untrue 
statements concerning the rental and occupancy rates 
of, and projected income from, the apartment complex 
and omitted to state material information concerning 
the financial condition of W-O’s general partners. 


At the conclusion of the offering in late July 1970, 45 
offerees in 11 states had purchased limited partnership 
interests pursuant to the offering. 


Because of the circumstances of the offering, including 
the locations of the offerees, Respondent and Realty 
realized that many of the offerees would not 
independently verify all of the information given them 
in connection with the offering and that such investors 
would therefore rely primarily on the description of the 
project and its operations that was furnished in the 
offering circular prepared by Respondent and Realty. 
In fact, it appears that although many of the investors 
independently checked the tax data with their 
accountants or tax advisers, only a few of them visited 
the apartment complex and questioned representatives 
of W-O concerning the investment. The others appear 
to have obtained all information with respect to W-O 
from the offering circular prepared by Respondent and 
Realty and to have had no direct contact with W-O. 


Investment in the limited partnership interests offered 
by Respondent was structured so that even if the 
project should never attain a breakeven level of 
operations, an investor in a position to shelter income 
would otherwise be subject to federal income tax at a 
rate of 50 percent or greater would be able to recoup his 
investment via tax savings assuming the project 
survived for two years.? As a condition to their admis- 
sion to the partnership, Respondent required investors 
to have their ‘‘tax advisers’’, review the tax shelter 
characteristics of the investment. However, Respon- 
dent did not personally ascertain the tax bracket of 
potential investors nor ascertain if the advisers were 
sufficiently conversant with tax shelter investments and 
the laws and regulations governing them to properly 
advise as to the merits or even the tax consequences of 
an investment in W-O. In fact, it appears that in one 
case, the person identified by the investor as his “‘tax 
adviser’’ was a bookkeeper who did nothing more than 





2 In fact, the net income tax benefits to the investors in the 
partnership, as reported on the partnership’s federal income 
tax returns for the years 1970-1973, were sufficient so that 
any investor in the tax bracket described above realized net 
tax savings which were greater than his investment in the 
partnership. 
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check certain computations included in the offering 
circular to make certain that his client could take 
advantage of the projected tax deductions. 


Further, Respondent did not exercise reasonable care 
in ascertaining the truth of certain representations 
made in the offering circular and in insuring that the 
offering circular did not omit to state material facts. 
The offering circular did not include the financial 
statements of W-O’s general partners despite the fact 
that the W-O partnership agreement obligated the 
general partners to advance to W-O additional funds 
needed in certain events. As part of its investigation of 
the proposed placement, Respondent signed by each of 
them, and also discussed their personal financial 
positions with the Seattle bank which had agreed to 
finance certain of their personal contingent obligations 
to the partnership; however, Respondent did not obtain 
audited statements of their assests, liabilities and net 
worth. On their face, the financial statements obtained 
raised serious questions as to the method of valuation 
used and the nature of the assests obtained individual 
balance sheets from the general partners, reflected 
thereon.? Had Respondent further checked the financial 
statements of the general partners and taken steps to 
ascertain the value or liquidity of the real estate 
investments included in their assests, it would have 
been apparent that the general partners were in such 
financial condition that there was a substantial risk that 
they could not fulfill their obligations to W-O. 


The offering circular contained projections of W-O’s 
income, expense, debt amortization, taxable income 
and cash available for distribution. These projections, 
crucial to assessing not only the tax characteristics but 
also the investment merits of W-O, were based on 
certain assumptions concerning rental occupancy and 
rental rates of the apartment complex. The offering 
circular stated that, as of March 31, 1970, six-month 
rental agreements had been signed by tenants and 
deposits taken for 226 of the apartment units 
representing 65% of the units then available. In fact, 
the staff’s subsequent investigation has revealed that 
only 134 units were on a rrent-paying basis as of May 31, 
1970 and for many of these units the rental rates were 
substantially below those assumed for purposes of the 
projections. Although Respondent was furnished 
information during preparation of the offering circular 
and during the offering concerning the rental rates, 
occupancy levels and projected rates and occupancy 
levels it relied solely upon the general partners and 
their accountant for the accuracy of such information. 





>The general partners were obligated to provide additional 
funds needed to construct and rent the project if the pro- 
ceeds of the mortgage loan, sale of land and capital contri- 
butions of the related partners had not been made. 
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In fact, the projections contained in the offering circular 
were grossly misleading and were based on unrealistic 
assumptions as to rental rates and occupancy levels. As 
a result of Respondent’s negligence in preparing the 
offering circular and failure to conduct an appropriate 
investigation, purchasers and prospective purchasers 
were given false and misleading information 
concerning material aspects of the investment. 


Because W-O never achieved a breakeven level of 
operations, the limited partners were never required to 
contribute more than their initial partial investments. 
Less than two years after their initial investment, the 
first mortgagee took over the apartment project 
because of a default in payment. 


During the course of the Commission’s investigation, 
Respondent has emphasized that by reason of the tax 
shelter characteristics of the proposed investment, it 
did not regard independent verification of data sub- 
mitted to it by the general partners to be as material as 
it might have been if the investment had not been so 
structured. In the opinion of the Commission, neither 
the tax shelter benefits of an investment, nor the fact 
that investors might subsequently realize net tax 
savings greater than their investment, relieves a 
broker-dealer offering securities of the obligation to 
take steps reasonably necessary to ascertain the 
accuracy of matters of the type described herein. 


B. FISCO, Inc. 


FISCO, Inc. (‘‘FISCO’’) was an insurance holding 
company which, pursuant to an offering registered with 
the Commission, first sold stock to the public in Decem- 
ber 1970. As FISCO was presented to the public, it 
specialized in writing automobile insurance for 
‘*non-standard’’ risks; i.e., people who, although they 
had acceptable driving records, were unable to obtain 
insurance from the usual sources because of the 
individual’s residence, age or occupation. 


FISCO’s principal method of operation, prior to 
September 30, 1971, was through wholly-owned agency 
subsidiaries. Due to state insurance regulations 
concerning capital and surplus requirements of 
insurance carriers, a relatively minor portion of the 
insurance produced by the agencies was placed with 
FISCO’s wholly-owned insurance company subsidiary, 
Gateway Insurance Company (‘‘Gateway’’). The bulk of 
FISCO’s insurance writings were placed with outside 
insurance companies. Under the contracts between the 
agencies and the outside carriers the agencies were 
ultimately liable for losses on the policies’ After Sep- 





* The agreements with the outside insurance companies pro- 
vided a guaranteed profit to such companies. Unlike the 





tember 30, 1971, the bulk of the agencies’ insurance 
writings were placed with Gateway. On November 30, 
1971. in an offering of stock registered with the 
Commission pursuant to the Securities Act, FISCO and 
certain selling shareholders sold to the public 518,489 
shares of FISCO stock for approximately $8.5 million. 
Respondent was the lead underwriter of the offering. In 
the respects described below, the prospectus contained 
untrue statements of material facts and omitted to state 
material facts necessary to make the statements made, 
in the light of the circumstances under which they were 
made, not misleading. 


1. Reserves and Deficit Balances 


On the basis of its investigation, the Commission has 
determined that, as of June 30, 1971, the date of the 
financial statements contained in FISCO’s prospectus 
(which contained an unqualified report of FISCO’s 
auditors), FISCO’s loss reserves as shown on such 
statements were materially understated. FISCO’s 
income shown in the financial statements was approxi- 
mately $656,000. The Commission’s investigation has 
shown that, if its loss reserves had been accurately 
stated, FISCO would have shown a substantial loss 
after taxes. 


In August 1971, the independent certified public 
accountant for the principal outside insurance company 
for which FISCO’s agencies wrote insurance had con- 
cluded an audit of their client. Such audit disclosed a 
material understatement in the reserves for losses re- 
ported to the insurance company by FISCO’s agency 
subsidiaries. Accordingly, in August 1971, the 
insurance company revised the periodic commission 
accounting, based on the auditor’s findings. The state- 
ment indicated a deficit balance of approximately $4 
million; i.e.. FISCO’s agency subsidiaries owed the 
insurance company such amount. 


The FISCO prospectus included financial statements 
for the year ended December 31, 1970, and the six 
months ended June 30, 1971, audited by an accounting 
firm with considerable expertise in the insurance 
industry. FISCO’S auditors rendered unqualified 
opinions on both the December 31, 1970 and June 
30, 1971 financial statements of FISCO. During 
the course of the offering Respondent met with 
representatives of FISCO’s auditors on many occasions, 
including a meeting set especially to review the 
adequacy of FISCO’s loss reserves and the nature of the 
auditors’ testing of them. Throughout the offering 
period, FISCO’s auditors unreservedly stated that 





usual insurance agency agreement, FISCO’s eventual gain or 
loss on the insurance was to be determined by the ultimate 
profitability of the insurance which the agencies wrote. 


FISCO’s reserves were adequate and in fact redundant. 
In addition, during the course of the offering Respon- 
dent consulted with the lead bank in a consortium 
which had lent FISCO $3.5 million on August 31, 1971, 
which expressed confidence in FISCO. 


As principal managing underwriter of FISCO’s offering 
in December 1971, Respondent relied heavily upon the 
opinion of FISCO’s auditors, and the financial 
statements that they had examined, for the 
determination of FISCO’s losses and loss reserves and 
the determination of its income from operations and its 
net income. Although Respondent reviewed with 
FISCO’s auditors the procedures that they followed in 
reviewing the establishment of loss reserves and their 
adequacy, Respondent did not attempt to independent- 
ly ascertain the basis of such reserves or their 
adequacy. 


Notwithstanding the foregoing, during the course of the 
offering, Respondent was presented with information 
which should have caused it to question FISCO’s 
statements and to investigate the accuracy thereof. For 
example, the prospectus stated that during the six 
months ended June 30, 1971, FISCO’s agency 
subsidiaries had placed 62% of their insurance writings 
with one outside insurance company. In September 
1971, Respondent was requested by FISCO not to 
contact the outside insurance company in connection 
with the offering. FISCO stated that it was having a 
dispute with such other insurance company regarding 
the accuracy of reserves and that such dispute was of a 
type frequently encountered with outside carriers 
under retrospective commission agreements because 
the higher the reserve determined by, and retained by, 
the carrier, the more money the carrier had to invest 
free of statutory reserve requirements. FISCO also 
explained that it was seeking to change carriers. The 
request not to contact the outside insurance company 
was described as based on FISCO’s expressed fear of 
further straining the existing relationship; however, 
FISCO did inform Respondent that the outside 
insurance company was ‘‘bad mouthing’’ FISCO, a fact 
that was confirmed by Respondent’s co-lead under- 
writer on the offering. On being questioned by 
Respondent, the co-lead underwriter, which had 
managed FISCO’s initial public offering in September 
1970, indicated its belief that FISCO was adequately re- 
served. 


Respondent did not contact the outside insurance 
company with which FISCO was having the dispute 
even though Respondent knew that after the 
effectiveness of the transfer agreement referred to 
below FISCO no longer did business with the outside 
insurance company. 


In order to resolve the dispute between FISCO and the 
outside insurance company regarding the reserves, an 
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agreement was reached whereby on September 30, 
1971, all the insurance previously written by FISCO on 
such insurance company and all liability therefore were 
transferred to Gateway. Pursuant to the express 
agreement of the parties, the loss reserve amount was 
as shown on FISCO’s books. The prospectus did not 
disclose the inadequacies of FISCO’s reserves nor 
anything regarding FISCO’s dispute with the outside 
insurance company. Further, while the prospectus 
disclosed that the outside insurance company had 
transferred the FliSCO-produced business to another 
outside insurance company, no disclosure was made 
that. simultaneously. Gateway acquired a substantial 
portion of such insurance from the second outside 
insurance company. 


Apart from under-reserving, the transfer of the insur- 
ance to Gateway was highly material; it involved more 
than $13 million® and increased Gateway’s liabilities 
and assests by more than two hundred percent, which 
was not disclosed in the audited Gateway financial 
statements included in the prospectus. 


Respondent knew that during the course of the 
offering, the second outside insurance company 
referred to above was examining FISCO’s claims 
reserves. This outside insurance company was FISCO’s 
principal reinsurer throughout this period. FISCO 
informed Respondent that the examination produced 
satisfactory results. Respondent made no attempt to 
verify the results of such examination. Had respondent 
done so, it might have become aware of the serious 
problems existing with FISCO’s loss reserves. 


Based upon the information available to it, Respondent 
failed to take steps to determine the accuracy of state- 
ments contained in the prospectus, particularly those 
relating to FISCO’s all important reserves for losses. 
Had respondent exercised that degree of health 
skepticism and taken the reasonable steps required of 
an underwriter engaged ina public offering, it would 
have been able to discover that FISCO had been 
misinforming it, that FISCO was materially 
under-reserved, that the ‘‘bad mouthing’’ was based 
upon audits conducted by independent certified public 
accountants, and that the statement in the prospectus 
that no deficit balance had occurred in connection with 
insurance writings on outside companies was false.® 





*FISCO’s total assets were $7 million and Gateway’s were 
$6 million. 


©The Commission is also concerned with Respondent's per- 
formance in connection with the public offering of secur 
ities of Giant Stores Corp. (‘Giant’) in 1972. After the 
registration statement for the offering had been declared 
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2. Other Material Misrepresentations and Omissions 


The prospectus described FISCO’s business as 
high-risk, ‘‘nonstandard’’ insurance which was ‘‘not 
generally accepted by many insurance companies be- 
cause of such factors as the residence, occupation or 
age of the insured, rather, primarily, than adverse 
driving history.’’ In fact, however, at all times during 





effective by the Commission Respondent was told by a 
member of the law firm which served as Giant’s general 
counsel that he suspected a manipulation of the stock price 
just prior to the offering had been accomplished by persons 
associated with Giant. The investigative steps taken by Re- 
spondent did not substantiate the allegation of manipula- 
tion. The principal investigatory step taken by Respondent 
was to question Giant’s Chairman of the Board in the 
presence of the lawyer who raised the suspicion as to 
whether or not such a manipulation had taken place. Re- 
spondent also examined public trading figures and certain 
of its own market data and concluded that they did not dis- 
close manipulation. Based primarily on the Chairman's 
denial of knowledge concerning the alleged manipulation, 
Respondent terminated its investigation. The same lawyer 
who had originally expressed the suspicion of manipulation 
concurred in Respondent's judgment that the offering 
should go forward and the closing should proceed on 
schedule. In fact as the Commission’s investigation has re- 
vealed, attempts at manipulation did occur. As a result 
the offering may have been sold to the public at a price in 
excess of that which otherwise would have prevailed. 


Respondent received the allegations of manipulation only 
after the registration statement had been declared effective 
and the offering had commenced. Therefore, it may be 
argued that any additional steps taken by Respondent may 
have affected adversely the offering and the well being of 
Giant and its shareholders. Also, Respondent was supplied 
with only suspicions concerning the manipulation and was 
not presented with any confirmatory information. 


Nevertheless, we believe that the steps taken by Respon- 
dent were not adequate. When Respondent was unable to 
confirm, through its own limited inquiry, whether or not 
such a manipulation had taken place, we believe it should 
have informed the other underwriters so that they could 
check trading in the stock, make inquiries with the special- 
ist or with the American Stock Exchange (where Giant's 
stock was traded) or inform the Commission of its dilem- 
ma. We believe the seriousness of the matter suspected by 
the issuer’s counsel should have led Respondent to take 
these steps, and that in light of the source of the suspicions, 
its failure to do so is impermissible. The procedures which 
Respondent has undertaken to adopt in its offer of settle- 
ment in connection with the W-O and FISCO matters in- 
clude procedures designed to discover violations of the 
securities laws similar to the manipulation herein described. 





its history, a substantial portion of FISCO’s insureds 
had adverse driving histories. The Commission 
believes that Respondent’s due diligence procedures 
with respect to these matters were inadequate. For 
example, had Respondent examined a more 
representative sampling of insurance applications, it 
might have discovered that the applicant’s driving 
histories were truly adverse. 


The prospectus included a table indicating that in the 
three months ended June 30, 1971 Gateway had 
achieved a 60.4% profit margin on its sales of 
automobile liability insurance. A footnote to the table 
explained that Gateway had been writing such 
insurance for only three months. Given the purpose of 
the offering, to enable Gateway to take on all the 
business generated by the agency subsidiaries, the 
foregoing table was highly important to an investor, as 
an indicator of the future performance of FISCO. In that 
light, however, the table was materially misleading 
because the 60.4% unreliable figure as an indicator of 
future profit margins. Respondent knew the margin 
was unrealistically high. Had there been a similar 
table, reflecting the experience for all of the insurance 
which FISCO had written rather than that written solely 
by Gateway, investors would have seen the basic 
unreliability of the 60.4% underwriting margin. Alter- 
natively, had the original disclosure might have had 
some forewarning. In an earlier draft the footnote read 
as follows: 


Gateway began writing automobile liability insurance 
in March 1971. Accordingly, the 60.4% underwriting 
margin on such insurance is not necessarily indicative 
of the margins which may be obtained on such 
business in the future. [Emphasis added] 


FINDINGS 


Based on the foregoing, the Commission has concluded 
that Respondent willfully violated Section 17(a) of the’ 
Securities Act of 1933 and Section 10(b) of the 
Exchange Act and Rule 10b-5 thereunder. 





7 Respondent denies any intention to violate, or knowledge, 
at the time the matters referred to herein took place, of any 
violation of, any provisions of the federal securities laws. In 
this respect, Respondent concedes only that its actions 
were taken knowingly and, accordingly, it is prepared to ac- 
knowledge that any action or non-action by it was “‘willful’’ 
only in the technical sense in which such term has been de- 
fined in decisions pursuant to Section 15(b) of the Secu- 
rities Exchange Act of 1934. 


Respondent makes the following representations in 
connection with its offer of settlement: 


1. Respondent retained counsel experienced in 
securities matters to represent the underwriters in 
connection with the offering. In the course of the 
preparation of the FISCO registration statement, 
counsel reviewed the Registration Statement and all 
documents filed as exhibits thereto. Although, in their 
opinion delivered at the closing, counsel recognized the 
limitations inherent in the verification of factual 
matters and the character of determinations involved in 
the registration process, counsel opined that they did 
not believe the registration statement or the prospectus 
,contained any untrue statement of a material fact or 
omitted to state any material fact required to be stated 
therein or necessary to make the statements therein not 
misleading. In carrying out its responsibilities as 
underwriter, Respondent relied, in part, upon that 
opinion. 


2. Respondent undertakes to adopt, and has adopted, 
procedures designed to improve safeguards against 
violations of the securities laws similar to those 
described above and undertakes to maintain such 
procedures. 


3. Respondent has deposited in a special account 
$40,000 of the underwriting compensation which it 
received in the FISCO offering, which amount 
Respondent undertakes to dispose in accordance with a 
plan which will be proposed by Respondent and 
approved by the Commission, not more than two years 
subsequent to the date hereof. 


IV 


Based upon the foregoing and after due consideration 
of all the circumstances, the Commission has 
determined that it is in the public interest to accept the 
Respondent’s offer of settlement and to order 
compliance with the undertakings contained therein. 


Accordingly, IT ITS ORDERED that Respondent 
comply with its undertakings set forth above; and 
FURTHER ORDERED that Respondent be, and it 
hereby is, censured by the Commission; 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13712/July 1, 1977 


Administrative Proceeding File No. 3-5209 


In the Matter of 
THE KANSAS CITY STAR COMPANY 
(81-263) 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The securities and Exchange Commission has issued an 
order granting the Application of The Kansas City Star 
Company (the ‘‘Applicant’’) pursuant to Sectian 12(h) 
of the Securities Exchange Act of 1934 (the ‘1934 Act’’) 
for an order exempting the Applicant from the require- 
ments of Sections 12(g), 13, 14, 15(d) and 16 of the 1934 
Act. As the result of a cash tender offer, all of the 
Applicant’s voting securities are now owned by Capital 
Cities Communications, Inc. It therefore appeared to 
the Commission that the requested exemption was not 
inconsistent with the public interest or the protection of 
investors. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13713/July 1, 1977 
[File No. 87-691] 


FOCUS Reporting system 
AGENCY: Securities and Exchange Commission. 


ACTION: Postponement of Effective Date; Extension of 
Comment Period. 


SUMMARY: This action defers until January 1, 1978 
the effective date of the requirement that the annual 
audited report of a registered broker or dealer include a 
determination by the independent accountant as to the 
adequacy of the procedures established by a broker or 
dealer for complying with the requirements for 
possession or control of certain customer securities. It 
also extends until October 31, 1977 the comment period 
with respect to the standard of adequacy. This 
postponement will permit consideration and dissemina- 
tion of standards for the evaluation of the adequacy of 
these procedures. 


DATES: Effective date of provision: January 1, 1978. 
Comments on or before: October 31, 1977. 


FOR FURTHER INFORMATION CONTACT: Nelson S. 
Kibler, Assistant Director, Division of Market 
Regulation, Securities and Exchange Commission, 
Washington, D.C. 20549 (202/755-1390). 
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ADDRESSES: Written comments, submitted in 
triplicate, should be addressed to the Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549. 


SUPPLEMENTARY INFORMATION: The Securities 
and Exchange Commission today announced a 
postponement of the effective date of that part of 17 
CFR § 240. 17a-5(g)(1)(iv) under section 17(a) of the 
Securities Exchange Act of 1934 [15 U.S.C. 78a et seq. 
as amended by Pub. L. No. 94-29 (June 4, 1975)] which 
would require the audited report of a broker or dealer 
conducted in compliance with paragraph (d) of 17 CFR 
§ 240.17a-5 to include a determination of the adequacy 
of procedures established by a broker or dealer 
in obtaining and maintaining physical possession or 
control of all fully paid and excess margin securities of 
customers as required by 17 CFR § 240. 15c3-3. 


Discussion 


On April 22, 1977, in Securities Exchange Act Release 
No. 34-13462 (42 FR 23792, May 9, 1977), the 
Commission announced the adoption of certain 
amendments to the FOCUS reporting system, including 
17 CFR § 240.17a-5. Paragraph (g)(1)(iv) was revised to 
require that the audited report of a broker or dealer by 
an independent public accountant conducted pursusant 
to paragraph (d) of § 240.17a-5 include, in addition to 
the review of the practices and procedures of the broker 
or dealer in obtaining and maintaining possession or 
control of all fully-paid and excess margin securities of 
customers as required by § 240.15c3-3, ‘‘a 
determination as to the adequacy of the procedures 
described in the records required to be maintained pur- 
suant to § 240.15c3-3(d)(4).’’ In the adopting release 
the Commission requested comments with respect to 
the appropriate definition of the term ‘‘adequacy’’ in 
this context. 


A number of commentators have argued that the 
parameters of an adequate system of procedures for 
obtaining and maintaining physical possession or 
control under § 240.15c3-3 have not been established in 
sufficient detail or in terms susceptible of objective 
interpretation. They have asserted that, absent specific 
criteria against which to evaluate the broker’s or 
dealer’s procedures, the independent accountant would 
not be able to make a determination as to their 
adequacy. Further. without a definition of the term 
‘‘adequacy’’ in this context, comments have indicated 
that disparities in interpretation and application may 
arise. 


In order to consider the desirability of explicating the 
standards of § 240.15c3-3 or standards of the auditing 
profession and to permit the further solicitation of 
public comment on the guidelines which should be 
established, the Commission has determined that a 





delay in the effective date of that part of paragraph 
(g)(1)(iv) of § 240.17a-5 which prescribes that the 
audited report include a determination as to the 
adequacy of a broker’s or dealer’s procedures for 
obtaining and maintaining possession and control is 
appropriate.’ Unless otherwise modified in the interim, 
this requirement will become effective on January 1, 
1978.2 


The Commission specifically solicits comment with 
respect to the sufficiency of the requirements of § 
240.15c3-3 as a standard for evaluating the adequacy of 
procedures for securing possession or control and the 
content and formulation of supplementary guidelines 
which may be included in Commission rules or in 
standards for auditors. 


Interested persons shall submit written comments in 
triplicate on or before October 31, 1977. All such 
communications should be directed to George A. 
Fitzsimmons, Secretary, Securities and Exchange 
Commission, 500 North Capitol Street, N.W., 
Washington, D.C. 20549. Comments should refer to 
File No. S7-691 and will be available for public in- 
spection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


July 1, 1977 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13714/July 1, 1977 


In the Matter of 
TAD DEPOSITORY CORPORATION 


2 Broadway 
New York, New York 10004 





‘Pursuant to paragraph (g) of §240.17a-5 the audit of a 
broker or dealer will continue to include a review, among 
other things, of its procedures for safeguarding securities 
and practices and procedures in obtaining and maintaining 
physical possession or control of all fully-paid and excess 
margin securities of customers as required by §240.15c3-3. 
This review must be ‘‘sufficient to provide reasonable as- 
surance that any material inadequacies existing at the date 
of the examination would be disclosed.” 


2 All other amendments to §240.17a-5 as set forth in Secu- 
rities Exchange Act Release No. 13462 (April 22, 1977) 
become effective on June 30, 1977. 


(SR-TAD-77-1) 


ORDER APPROVING RULE CHANGE SUBMITTED 
BY TAD DEPOSITORY CORPORATION 


On May 4, 1977, TAD Depository Corporation (‘‘TAD’’) 
submitted, pursuant to Rule 19b-4 under the Securities 
Exchange Act of 1934 (the ‘‘Act’’), a proposed rule 
change. The rule change relates to TAD becoming a 
participant at The Depository Trust Company. 


In accordance with Section 19(b) of the Act and Rule 
19b-4 thereunder, notice of the proposed rule change 
was published in the Federal Register (42 F.R. 27361, 
May 27, 1977), and the public was invited to comment 
thereon. Notice of the filing and an invitation for 
comments also appeared in Securities Exchange Act 
Release No. 13553, May 19, 1977. No letters of 
comment were received. 


The Commission has reviewed the proposed rule 
change and finds that it is consistent with the 
requirements of the Act and the rules and regulations 
thereunder applicable to registered clearing agencies. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b)(2) of the Act, that the proposed rule change 
contained in File No. SR-TAD-77-1 be, and hereby is 
approved. 


For the Commission, by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13715/July 5, 1977 


In the Matter of 

AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 

New York, New York 10006 


SR-Amex-77-7 
ORDER APPROVING PROPOSED RULE CHANGE 


On May 2, 1977, the American Stock Exchange, Inc. 
(‘‘Amex’’) filed with the Commission, pursuant to 
Section 19(b) of the Securities Exchange Act of 1934 
(the ‘‘Act’’), as amended by the Securities Acts 
Amendments of 1975, and Rule 19b-4 thereunder 
copies of a proposed rule change which amends Section 
411 of the Amex Company Guide to clarify the scope of 
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permissible communications between specialists and 
listed company officials. 


Notice of the proposed rule change together with the 
terms of substance of the proposed rule change was 
given by publication of a Commission Release 
(Securities Exchange Act Release No. 13516 (May 6, 
1977)) and by publication in the Federal Register (42 
FR 24778 (May 16, 1977)). 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to 
registered national securities exchanges, and in 
particular, the requirements of Section 6 and the rules 
and regulations thereunder. 


IT 1S THEREFORE ORDERED, pursuant to Section 
19(b) (2) of the Act, that the proposed rule change file 
with the Commission on May 2, 1977, be, and it hereby 
is, approved. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13716/July 5, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY THE DEPOSITORY TRUST COMPANY (File No. 
SR-DTC-77-5) 


The Depository Trust Company (‘‘DTC’’) submitted on 
June 27, 1977, a proposed rule change, pursuant to 
Rule 19b-4 under the Securities Exchange Act of 1934, 
to permit DTC participants to exercise conversion 
options on qualifying convertible debt securities and 
preferred stocks without withdrawing the securities 
from DTC. 


Publication of the submission is expected to be made in 
the Federal Register during the week of July 11, 1977. 
Interested persons are invited to submit written data, 
views and arguments concerning the submission within 
twenty-one days from the date of publication in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-DTC-77-5. 


Copies of the submission, with accompanying exhibits, 
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and of all written comments will be available for public 
inspection at the Securities and Exchange Commis- 
sion’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13717/July 5, 1977 


Admin. Proc. File No. 3-5089 
In the Matter of 


T. RUSHTON BAKER 
450 Little Pines Court 
Roswell, Georgia 30076 


ORDER IMPOSING REMEDIAL SANCTIONS 


In these broker-dealer proceedings under the Securities 
Exchange Act of 1934 (‘‘Exchange Act’’),' T. Rushton 
Baker (‘‘Baker’’), without admitting or denying the 
allegations in the order for proceedings, has submitted 
an offer of settlement which the Commission has 
determined to accept. 


On the basis of the order for proceedings and the offer 
of settlement. it is found: 


(1) That Baker willfully aided and abetted violations 
of Sections 15(b), 15(c)(3) and 17(a) of the Exchange 
Act and Rules 15b3-1, 15c3-1, 15c3-3, 17a-3 and 17a-11 
thereunder; and 


(2) That it is in the public interest to impose the 
sanctions specified in the offer of settlement? 


Accordingly, IT |S ORDERED that: 


(1) T. Rushton Baker be, and he hereby is, suspended 





‘In the Matter of Baker, Welker and Company, Inc., et al., 
instituted on September 2, 1976. 


?The findings herein are not binding on any other respon- 
dent named in these proceedings. 





from association with any broker or dealer for a period 
of sixty (60) days effective at the opening of business on 
the second Monday after the date of this order; and 


(2) Immediately following the expiration of the 
aforesaid sixty (60) days suspension, that T. Rushton 
Baker be, and he hereby is, barred from association 
with any broker or dealer in a supervisory or 
proprietary capacity; provided, however, that after a 
period of twelve months from the entry date of the 
Commission’s order, he may apply to become 
associated with a broker or dealer in a supervisory or 
proprietary capacity, or both. 


For the Commission, by its Secretary, pursuant to- 


delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13718/July 5, 1977 


NOTICE OF FILING OF AMENDED PROPOSED 
RULE CHANGE BY THE MUNICIPAL SECURITIES 
RULEMAKING BOARD 


File No. SR-MSRB-76-9 


On June 29, 1977, the Municipal Securities Rulemaking 
Board submitted pursuant to Rule 19b-4 a third 
amendment to a proposed rule change to require 
brokers, dealers and municipal securities dealers to 
send written confirmations of municipal securities 
transactions to customers. The original proposal was 
submitted on August 9, 1976. 


Publication of the submission is expected to be made in 
the Federal Register during the week of July 11, 1977. 
In order to assist the Commission to determine whether 
to approve the proposed rule change or institute 
proceedings to determine whether the proposed rule 
change should be disapproved, interested persons are 
invited to submit written data, views and arguments 
concernning the submission within 21 days from the 
date of publication in the Federal Register. Persons 
desiring to make written submissions should file six 
copies thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street. Washington, D.C. 20549. Reference 
should be made to File No. SR-MSRB-76-9. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 


will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF1934 
Release No. 13719/July 5, 1977 


REQUIREMENTS FOR DISSEMINATION OF PROXY 
INFORMATION TO BENEFICIAL OWNERS BY 
ISSUERS AND INTERMEDIARY BROKER-DEALERS 


AGENCY: Securities and Exchange Commission. 
ACTION: Final Rules. 


SUMMARY: The Commission today adopted rules 
intended to facilitate the transmission of proxy 
materials from publicly-held companies to beneficial 
shareowners through intermediaries who hold stock in 
street or nominee name. These rule changes were 
recommended by the Commission’s recent Street Name 
Study. In a separate release issued today, the 
Commission requests comments on a proposal to 
amend further one of the rules relating to the issuers’ 
obligations. 


EFFECTIVE DATE: The rule changes are effective 
August 15, 1977. 


FOR FURTHER INFORMATION CONTACT: Robert J. 
Millstone, Senior Special Counsel, Division of Market 
Regulation, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D.C. 20549; (202) 
755-8777. 


SUPPLEMENTARY INFORMATION: In August 1975, 
the Securities and Exchange Commission proposed 
Rule 14b-1 and amendments to Rule 14a-3(d) under the 
Securities Exchange Act of 1934 in order to facilitate 
the transmission of proxy materials from issuing 
companies through intermediary recordholders to the 
beneficial owners. An issuer currently is required to 
inquire of certain intermediary-recordholders prior to 
any meeting with respect to which the issuer intends to 
solicit proxies whether the recordholders represent 
other persons who are the beneficial owners of the 
securities, and, if so, to forward to such intermediaries 
sufficient sets of materials for distribution to each 
beneficial owner. The proposed amendments to Rule 
14a-3(a) would impose on issuers the obligation to make 
inquiry at least 10 days before the record date for the 
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meeting and to forward materials in a timely manner. 
Proposed Rule 14b-1 would impose on broker-dealer 
recordholders the obligation to forward proxy materials 
in a timely manner to the beneficial owners or, in the 
alternative, to provide issuers with the names and other 
data about the beneficial owners. If a broker chooses 
the alternative, a proposed proviso to Rule 14a-3(d) 
would require issuers to communicate with the 
beneficial owners directly. The Commission has 
adopted the proposed rule and amendments in part. In 
a separate release (Securities Exchange Act Release 
No. 13720, July 5, 1977, Published in this issue), the 
Commission has also proposed a new amendment to 
Rule 14a-3(d) which modifies the extent of the issuers’ 
obligation to make inquiry. 


BACKGROUND 


In 1974, the Commission adopted Rule 14a-3(d) under 
the Securities Exchange Act of 1934 (the ‘‘Act’’) 
requiring that, if an issuer know that securities of any 
class entitled to vote at a meeting with respect to which 
the issuer intends to solicit proxies are held of record by 
certain intermediaries, the issuer must inquire of such 
intermediaries whether other persons are the beneficial 
owners' of the securities and, if so, must supply the 
intermediaries with sufficient quantities of proxy 
materials to be forwarded to such beneficial owners. 

Some of the comment letters that were received when 
the rule was proposed in 1974 requested that the 
Commission take suitable action to require recordhol- 
der-intermediaries to forward promptly to the 
beneficial owners the materials received from issuers. 
In late 1974, the Commission heard comments during 
its beneficial ownership hearings? which also indicated 
that some improvements could be effected in the distri- 
bution process. Based on the record of those hearings, 
the comments on Rule 14a-3(d) and its own experience, 
the Commission, in August 1975, proposed Rule 14b-1 
and amendments to Rule 14a-3(d).3 





Securities Exchange Act Release No. 11079 (October 31, 
1974), 39 F.R. 40766. The intermediaries are brokers, 
dealers, banks and voting trustees. Those entities frequently 
hold securities registered in their name or the name of their 
nominee for the accounts of other persons who are the 
beneficial owners of the securities. 


?Public Fact-finding Investigation In the Matter of Bene- 
ficial Ownership, Takeovers and Acquisitions by Foreign 
and Domestic Persons, File No. 4-175. 


3 Securities Exchange Act Release No. 11617 (August 25, 
1975), 40 F.R. 42219. In addition to the amendments to 
the body of Rule 14a-3(d), the Commission proposed tech- 
nical amendments to Notes 1 and 3 to the rule. 
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Proposed Rule 14b-1 would require a_ registered 
broker-dealer (1) to respond promptly, by means of a 
search card or otherwise, to inquiries made by issuers 
in accordance with Rule 14a-3(d) with respect to how 
many of the broker’s customers are beneficial owners of 
the issuer’s securities which are held of record by the 
broker or its nominee and (2) upon receipt of a 
sufficient number of proxy statements and annual 
reports to security holders and assurances that its 
reasonable expenses will be paid by the issuer, to 
forward the materials in a timely manner to its 
customers. As an alternative to complying with the 
foregoing obligations, the proposed rule would permit a 
registered broker-dealer to furnish to the issuer a list of 
its customers who are beneficial owners of the issuer’s 
securities held of record by the broker or its nominee, 
provided that the broker also furnishes authorization to 
vote such securities in accordance with instructions of 
the customer. 


As noted, Rule 14a-3(d) currently requires that an 
issuer make inquiry of intermediaries. The proposed 
amendments would require the issuer to make its 
inquiry at least 10 days prior to its record date and to 
supply requested materials in a timely manner. If, 
however, a broker, pursuant to Rule 14b-1(b), provides 
the issuer with an appropriate list of the names, 
addresses and -holdings of its customers and 
authorization to vote the securities in accordance with 
the instructions of the customers, a proposed proviso to 
Rule 14a-3(d) would require the issuer to comply with 
the proxy rules with respect to such customers; that is, 
the issuer would have to forward proxy materials and 
annual reports directly to the broker’s customers. 


One hundred eighteen comment letters were received 
on the proposals. Issuers, including two investment 
companies, accounted for 89 letters. In addition, the 
Street Name Study’ examined the proposals as well as 





*In December 1976, the Commission forwarded to Con- 
gress the Final Report of the Securities and Exchange 
Commission on the Practice of Recording the Ownership of 
Securities in the Records of the Issuer in Other Than the 
Name of the Beneficial Owner of Such Securities, 94th 
Cong., 2a Sess. (Committee Print 1976), commonly called 
the Street Name Study. That Study was conducted pursu- 
ant to Section 12(m) of the Act, which authorized and di- 
rected the Commission to make a study and investigation of 
the practice of recording the ownership of securities in 
other than the name of the beneficial owner--“‘street’’ or 
“‘nominee’’ name registration--to determine the effect of 
the practice on the Act and whether steps can be taken to 
facilitate communications between issuers and the benefi- 
cial owners of their securities while retaining the benefits of 
the practice. 





several other suggested methods for improving 
issuer-shareowner communications. The Study recom- 
mended that the Commission adopt Paragraph (a) of 
proposed Rule 14b-1,5 which would require brokers to 
respond to issuers’ inquiries, and the amendments to 
Rule 14a-3(d), which would require issuers to make 
their inquiries at least 10 days before the record dates 
and to forward materials in a timely manner; the Study 
also recommended that the Commission withdraw 
proposed Paragraph (b) of Rule 14b-1 and the related 
proviso to Rule 14a-3(d), which would have permitted 
brokers at their option to forward to issuers the names 
of beneficial owners and would have required issuers to 
communicate directly with such beneficial owners.® The 
principal reason for the Study’s recommendations was 
the finding that the rules as proposed, as well as certain 
suggested modifications of those rules, would create 
substantial operational and recordkeeping problems for 
many issuers and were not feasible “‘absent the 
develpment of a compatible industry-wide computer 
system for the transmission of [beneficial owners’] 
names and the development of a standard format [for 
the lists of names].’’ 


Based on the findings of the Study and its own review of 
the comments letters discussed below, the commission 
has determined to follow the recommendations of the 
Study. The Commission has also proposed a further 
amendment to Rule 14a-3(d) (Securities Exchange Act 
Release No. 13720, July 5, 1977). 


|. AMENDMENT TO RULE 14a-3(d): OBLIGATION 
OF ISSUERS TO MAKE INQUIRY OF INTER- 
MEDIARIES AT LEAST 10 DAYS BEFORE THE 
RECORD DATE REGARDING THE NUMBER OF 
BENEFICIAL OWNERS. 


The commentors who directed remarks to this provision 
generally agreed that this amendment is appropriate 
and would improve the communications cycle by 
providing intermediaries with additional time in which 
to transmit proxy materials to their customers. One 
commentor pointed out, however, that the rules of the 
national securities exchanges permit issuers to give 
less than 10 days’ advance notice of record dates in 
extraordinary circumstances. The letter also pointed 
out that Rule 10b-17 under the Act recognizes that 10 
days’ notice may not be practicable in all cases. 
Accordingly, Rule 14a-3(d) has been modified to permit 
an issuer to make its inquiry less than 10 days before 
the record date to the extent that the rules of the 
national securities exchange on which the security is 
listed so permit for good cause shown. The amendment 





° Final Report 44. 


© Final Report 41. 


is intended to permit the exchanges to adopt specific 
rules, if desired, governing deferred or late inquiries, 
rather than placing artificial reliance on existing 
exchange rules relating to ‘‘short’’ record date notices, 
which were adopted for a different purpose. 


The Commission has determined to keep the 10-day 
period for all other situations in view of the Street Name 
Study’s finding that the search card procedure is 
critical in assuring that subsequent steps in the proxy 
transmittal process are carried out efficiently and in a 
timely manner. 


Several other commentors suggested that there is a 
need to develop standard forms and procedures for the 
proxy transmittal process. This observation was also 
made by the Study and, in accordance with the Study’s 
recommendation, the Commission will urge the 
industry to establish a committee to seek ways to 
develop and implement uniform forms and procedures 
throughout the securities industry on a voluntary basis.’ 
Finally, several commentors suggested the need to 
clarify an issuer’s continuing obligation to make inquiry 
of those persons who became recordholders during the 
period between the issuer’s initial inquiry and the 
record date. They pointed out that, as proposed, the 
rule would appear to require the issuer to make an 
inquiry of all persons who are intermediaries at a time 
10 or more days before the record date, but would not 
require any inquiry of intermediaries who first become 
recordholders after the initial inquiry but before the 
record date. In view of the Commission’s belief that 
timely notification of all intermediaries is essential to 
the proper functioning of the proxy transmittal process, 
the Commission has today released for public comment 
a proposal to amend Rule 14a-3(d) in order to make 
clear that the issuer is obligated to make inquiry of all 
intermediaries who become recordholders on or before 
the issuer’s record date for the meeting (Securities 
Exchange Act Release No. 13720 July 5, 1977). 


Il. PARAGRAPH (a) OF RULE 14b-1: OBLIGATION 
OF BROKERS (1) TO RESPOND PROMPTLY TO AN 
ISSUER’S INQUIRY, AND (2) UPON RECEIPT OF 
MATERIALS AND ASSURANCE OF REPAYMENT OF 
EXPENSES TO FORWARD MATERIALS IN A 
TIMELY MANNER. 


The commentors generally supported the imposition of 
these obligations on brokers. Several commentors 
suggested, however, that the use of the words “‘in a 


timely manner’’ might imply a responsibility on the 





7Final Report 45. As noted in the Study, if the self-regula- 
tory approach proves unsuccessful, the Commission will 
consider alternamte methods including, if necessary, exer- 
cising its rulemaking power. 
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broker to forward materials to the beneficial owner 
prior to the meeting date even when the issuer failed to 
forward the materials to the broker sufficiently in 
advance of the meeting date. The Commission has 
substituted the word ‘‘promptly,’’ which is intended to 
reflect the obligation of brokers to forward the 
materials as soon as they are received and has made a 
conforming change in Note 3 to Rule 14a-3(d)8 The 
Commission reminds broker-dealers that late receipt of 
the materials does not relieve the broker-dealer of its 
obligation to make every effort to forward those 
materials to its customers in time for them to exercise 
their right to vote. In addition, the Commission reminds 
broker-dealers that where clearing arrangements are 
employed, both parties to the arrangement, subject to 
self-regulatory oversight, should take appropirate 
steps, by contract or otherwise, to assure compliance 
with the provisions of Rule 14b-1 with respect to the 
customers of the introducing broker. 


Many other commentors made suggestions for minor 
clarifications of Paragraph (a) of Rule 14b-1.9 The 
Commission believes that all procedural rules and 
interpretations implementing the broad mandate of 
Rule 14b-1, including the setting of ‘‘reasonable ex- 
penses,’’ should continue to be administered and 
enforced by the various self-regulatory regulations. 


The Commission takes note of the comments which ex- 
pressed concern that the present rules do not deal with 
the obligation of intermediaries to forward materials 
other than proxy materials issued by management. The 
Commission refers interested persons to Securities Ex- 
change Act Release No. 13482 (April 28, 1977) and 
suggests that the proposed hearings on shareholder 
democracy may be an appropriate forum for in-depth 
consideration of problems relating to shareholders’ 
proposals and other non-management communications. 


Several issuers were concerned that the proposals 
failed to deal with the practice by certain persons of 
billing issuers for materials forwarded to persons other 
than beneficial owners. The Commission refers 
interested persons to Securities Exchange Act Release 
No. 13455 (April 21, 1977) and reiterates its strong 
disapproval of the practice described therein. 


Finally, the Commission recognizes that the imposition 
of obligations on brokerage firms alone will not assure 
that all beneficial owners receive issuers’ proxy 
communications in a timely manner, since other record- 
holders such as banks and trust companies would not 
be subject to such obligations. Accordingly, the 
Commission will transmit a copy of Rule 14b-1 and the 





842 F.R. 23901 (1977). 


942 SEC Docket 41 (1977). 
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related provisions to the Comptroller of the Currency, 
the Board of Governors of the Federal Reserve System 
and the Federal Deposit Insurance Corporation with the 
suggestion that they consider the adoption of 
comparable regulations for persons subject to their 
jurisdiction. 


I1l. PROPOSED PARAGRAPH (b) OF RULE 14b-1 
AND THE RELATED PROVISO TO RULE 14a-3(d): 
OPTION OF THE BROKER IN LIEU OF COMPLYING 
WITH PARAGRAPH (a) OF RULE 14b-1, TO SUBMIT 
A LIST OF ITS CUSTOMERS WHO ARE THE BENE- 
FICIAL OWNERS OF THE ISSUER’S SECURITIES 
HELD IN STREET NAME AND ISSUER’S RESULT- 
ING OBLIGATION TO TRANSMIT MATERIALS DI- 
RECTLY TO SUCH OWNERS. 


Support for the disclosure alternative came primarily 
from a number of small and medium-sized issuers who 
indicated that receiving and assimilating lists from 
brokers would not create undue difficulty and who 
further stated that the opportunity to communicate 
directly with their beneficial shareowners was strongly 
desired. One large issuer also indicated that it could 
accommodate brokers’ customers lists without 
significant disruption. Virtually all other large issuers 
commenting, however, opposed proposed Rule 
14b-1(b), as did all of the transfer agents and transfer 
agent associations commenting. 


The principal problems anticipated by issuers and 
transfer agents were: 


(a) difficulty in preparing for the annual distribution of 
proxies because of the uncertainty as to how many 
brokers would choose to furnish customer lists in lieu of 
forwarding proxy materials; 


(b)(i) manual processing to assimilate broker lists due 
to the incompatibility of lists formats with computerized 
company records; or 


(ii) development and implementation of new computer 
programs to assimilate raw data from brokers’ lists (an 
item of time and expense that would be recurrent due to 
the constant turnover of beneficial owners); 


(c) a greatly increased volume of proxies to be mailed; 


(d) manual processing and tabulation of proxies 
returned by street name shareowners in order to 
balance the votes received against appropriate 
recordholder accounts; 


(e) increased seasonal personnel and budgetary re- 
quirements; and 


(f) disrugtion in the timely transmittal of proxies with 
resultant delay in receipt of materials by beneficial 





owners. 


In addition to those concerns of issuers and transfer 
agents, several other commentors indicated that dis- 
closure of beneficial owners’ names by brokers might 
violate the privacy of those beneficial owners. 


Because of the great concern of many small and 
medium-sized issuers with disclosure of the names of 
their beneficial owners and because of their expressed 
desire to communicate directly with their beneficial 
owners, the Street Name Study explored in depth 
whether the problems associated with proposed Rule 
14b-1, as well as several alternative approaches 
involving disclosure, could be overcome. 


The Study found, and the comment letters confirm, that 
it would be extremely burdensome for large issuers and 
transfer agents to accept from intermediaries the 
names of potentially thousands of beneficial owners, 
absent the development of a standard format for the 
submission of names and compatible computer 
software. Typical of the comments of large issuers was 
the following: 


Should the Commission promulgate a rule which would 
require the issuer to assume the burden of direct 
communication with beneficial owners, we would be 
constrained to administer at least 10,500 additional 
mailings on an individual basis without the benefit of a 
computer listing. The cost of such a burden in terms of 
additional staff, time limitations and the orderly 
administration of our stock transfer office would far 
eclipse the amount for which we would otherwise 
expend [sic] to reimburse brokers for their having 
communicated directly with their customers.'° 


In addition, most broker-dealers advised the 
Commission that they would not utilize the optional 
procedure; only one commenting broker-dealer 





10 Another issuer estimated that it would receive an addi- 
tional 20,000 names from brokers for each annual meeting 
and recited the problems that would be created: 


This raw data [names received from brokers] could not 
be added to the master list of records as it would create 
confusion with the current list... . Thus a new computer 
program would have to be created, tested, and put to use. 


* * * 


For each beneficial owner, a minimum of five items of in- 
formation must be encoded. For 20,000 names, 100,000 
items must be encoded. Thereafter the encoded material 
must be keypunched, transferred to the new computer tape 
and then balanced to correct errors. 


indicated that it would forward customers’ names. In 
view of the administrative, financial and operational 
problems for issuers and transfer agents which would 
result from adoption of Rule 14b-1(b) and the related 
proviso to Rule 14a-3(d), and the lack of support from 
the brokerage community, the Commission has 
determined to withdraw these proposals. Nevertheless, 
the Commission remains receptive to suggestions from 
concerned issuers about ways to overcome the 
problems associated with direct communications. 


IV. TECHNICAL CHANGES TO NOTES 1 AND 3 TO 
RULE 14a-3(d). 


Finally, the Commission has adopted, essentially as 
proposed, the two technical amendments to the notes to 
Rule 14a-3(d). The first reflects changes effected by 
Securities Acts Amendments of 1975, and the second 
reflects the adoption in part of proposed Rule 14b-1. 


The amendment to Note 1 as originally proposed made 
reference to four specified entities. Since publication of 
the proposal, the Commission, pursuant to Section 17A 
of the Act, has registered 12 clearing agencies. 
Accordingly, the reference in Note 1 has been changed 
to a general reference to any clearing agency registered 
pursuant to Section 17A of the Act. The 12 clearing 
agencies and their nominees, where applicable, 
are: Boston Stock Exchange Clearing Corporation, 
Bradford Securities Processing Services, Inc., The 
Depository Trust Company (Cede & Co.), Midwest 
Clearing Corporation, Midwest Securities Trust 
Company (Kray & Co.), National Securities Clearing 
Corporation, New England Securities Depository Trust 
Company (Nest & Co.), Options Clearing Corporation, 
Pacific Clearing Corporation, Pacific Securities 
Depository Trust Company (Pacific & Co.), Stock 
Clearing Corporation of Philadelphia (Philadep & Co.), 
and TAD Depository Corporation (TAD & Co.). 


V. TEXT OF THE RULES 
Accordingly, 17 CFR Part 240 is amended as follows: 


1. By revising paragraph (d) of §240.14a-3 to read as 
follows: 


§240.14a-3. Information to be furnished to security 
holders. 


(d) If the issuer knows that securities of any class 
entitled to vote at a meeting with respect to which the 
issuer intends to solicit proxies, consents or authori- 
zation are held of record by a broker, dealer, bank or 
voting trustee, or their nominees, the issuer shall 
inquire of such record holder at least 10 days prior to 
the record date for the meeting of security holders (or at 
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such later time as the rules of a national securities 
exchange on which the class of securities in question is 
listed may permit for good cause shown) whether other 
persons are the beneficial owners of such securities 
and, if so, the number of copies of the proxy and other 
soliciting material and, in case of an annual meeting at 
which directors are to be elected, the number of copies 
of the annual report to security holders, necessary to 
supply such material to beneficial owners. The issuer 
shall supply such record holder in a timely manner with 
additional copies in such quantities, assembled in such 
form and at such a place, as the record holder may 
reasonably request in order to address and send one 
copy of each to each beneficial owner of securities so 
held and shall, upon the request of such record holder, 
pay its reasonable expenses for completing the mailing 
of such material to security holders to whom the 
material is sent. 


NOTE 1: If the issuer’s list of security holders indicates 
that some of its securities are registered in the name of 
aclearing agency registered pursuant to Section 17A of 
the Act, an issuer shall make appropriate inquiry of the 
agency and thereafter of the participants in such 
agency who may hold on behalf of a beneficial owner, 
and shall comply with the above paragraph with respect 
to any such participant. 


* * 


NOTE 3: The attention of issuers is called to the fact 
that broker-dealers have an obligation pursuant to 
§240.14b-1 and applicable self-regulatory requirements 
to obtain and forward annual reports and proxy 
soliciting materials promptly to beneficial owners for 
whom such broker-dealers hold securities. 


2. By adding §240.14b-1 to read as follows: 


§240.14b-1. Obligation of registered brokers in connec- 
tion with the prompt forwarding of certain communi- 
cations to beneficial owners. 


A broker registered under Section 15 of the Act shall: 


(a) respond to an inquiry made in accordance with 
§240.14a-3(d) by or on behalf of an issuer whose 
management is soliciting proxies, consents or authori- 
zation by promptly indicating, by means of a search 
card or otherwise, the approximate number of its 
customers who are beneficial owners of the issuer’s 
securities that are held of record by the broker or its 
nominees; and 


(b) upon receipt of the proxy, other proxy soliciting 
material, and/or annual reports to security holders and 
of assurances that its reasonable expenses shall be paid 
by the issuer, forward such materials promptly to such 
customers. 
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VI. STATUTORY BASIS AND COMPETITIVE 
CONSIDERATIONS 


Pursuant to Section 23(a) of the Act (15 U.S.C. 78w/(a)), 
the Commission has considered the effect that adoption 
of the amendments to Rule 14a-3(d) and new Rule 14b-1 
would have on competition and has concluded that, to 
the extent the requirements impose a burden on com- 
petition, such burden is necessary and appropriate in 
furtherance of the purpose of the securities laws. The 
Commission hereby adopts the amendments to Rule 
14a-3(d) and Rule 14b-1, pursuant to Sections 14(a), 
14(b), and 23(a) of the Act (15 U.S.C. 78n(a), 78n(b) and 
782(a)). 


Vil. EFFECTIVE DATE 


The rules are effective as of August 15, 1977. 
By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13720/July 5, 1977 


REQUIREMENTS FOR DISSEMINATION OF PROXY 
INFORMATION TO BENEFICIAL OWNERS BY 
ISSUERS THROUGH INTERMEDIARY RECORD- 
HOLDERS 


AGENCY: Securities and Exchange Commission. 


ACTION: Proposed Rule. 

SUMMMARY: The Commission today proposed a 
rule amendment intended to facilitate the transmission 
of proxy material from publicly-held companies to 
beneficial shareowners through intermediaries who 
hold securities in street or nominee name. The proposal 
is intented to remove an ambiguity from the rule. 
DATES: Comments on or before August 15, 1977. 
ADDRESSES: Written comments submitted in 
triplicate should be addressed to the Secretary, 
Securities and Exchange Commission, Washington, 
D.C. 20549, and should refer to File No. S7-581. 


FOR FURTHER INFORMATION CONTACT: Robert 
J. Millstone, Senior Special Counsel, Division of 
Market Regulation, Securities and Exchange Commis- 
sion, 500 North Capitol Street, Washington, D.C. 





20549, (202) 755-8777. 


SUPPLEMENTARY INFORMATION: In Securities 
Exchange Act Release No. 13719, July 5, 1977, in this 
issue, the Commission adopted amendments to Rule 
14a-3(d) and new Rule 14b-1 under the Act.' As 
amended, Rule 14a-3(d) provides that an issuer must 
inquire of certain intermediary recordholders at least 10 
days before the record date for any meeting with 
respect to which the issuer intends to solicit proxies 
whether the recordholders represent other persons who 
are the beneficial owners of the securities and, if so, to 
forward in a timely manner to such intermediaries 
sufficient sets of material for distribution to each 
beneficial owner. 


The proposed amendments to Rule 14a-3(d) would 
clarify the obligation of issuers to make inquiry of 
intermediary recordholders who first become record- 
holders after the issuer’s initial inquiry but on or 
before the record date. 


PROPOSED AMENDMENT TO RULE 14a-3(d) 


In Securities Exchange Act Release No. 13719, July 5, 
1977 in this issue, the Commission amended Rule 
14a-3(d) under the Securities Exchange Act of 1934 (the 
‘‘Act’’) to modify an issuer’s obligation under Rule 
14a-3(d) to make inquiry of certain intermediary record- 
holders to determine whether such intermediaries 
represent other persons who are the beneficial owners 
of the securities. Specifically, the amendments require 
an issuer to make its inquiry at least 10 days before the 
record date for a meeting with regard to which the 
issuer intends to solicit proxies and to forward re- 
quested material in a timely manner. Several 
commentors suggested a need to clarity the issuer’s 
continuing oblication to make inquiry of those persons 
who become recordholders during the period between 
the issuer’s initial inquiry and the record date. They 
pointed out that, as amended, the rule would appear to 
require the issuer to make an inquiry of all persons who 
are intermediary recordholders at a time 10 or more 
days before the record date but would not require any 
inquiry of intermediaries who first become record- 
holders after the initial inquiry but by the record date. 


In view of the Commission’s belief that timely 
notification of all intermediaries is essential to the 
proper functioning of the proxy transmittal process, the 
Commission proposes to amend Rule 14a-3(d) in order 
to make clear that the issuer is obligated to make 
inquiry of all intermediaries who become recordholders 





‘Rule 14b-1 imposes on broker-dealer recordholders the 
obligation to respond to the issuer's inquiry and to forward 
the proxy materials promptly to the beneficial owners. 


on or before the issuer’s record date for the meeting. 
TEXT OF PROPOSED AMENDMENT 


Accordingly, 17 CFR Part 240 is proposed to be 
amended by revising paragraph (d) of §240.14a-3 to 
read as follows [new material italicized]: 


§240.14a-3. Information to be furnished to security 
holders. 


(d) If the issuer knows that securities of any class 
entitled to vote at a meeting with respect to which the 
issuer intends to solicit proxies, consents or 
authorization are held of record by a broker, dealer, 
bank or voting trustee, or their nominees, the issuer 
shall inquire of such record holder at least 10 days prior 
to the record date for the meeting of security holders (or 
at such later time as the rules of a national securities 
exchange on which the class of securities in question is 
listed may permit for good cause shown), and shall 
inquire of any such person who becomes a record 
holder after such initial inquiry but on or before the 
record date for the meeting of security holders, whether 
other persons are the beneficial owners of such 
securities and, if so, the number of copies of the proxy 
and other soliciting material and, in the case of an 
annual meeting at which directors are to be elected, the 
number of copies of the annual report to security 
holders, necessary to supply such material to beneficial 
owners. * * * 


STATUTORY BASIS 


The Commission proposed to amend Rule 14a-3(d) 
pursuant to Sections 14(a) and 23(a) of the Act (15 
U.S.C. 78n(a), 78w(a)). 


REQUEST FOR COMMENT 


Interested persons are invited to submit comments 
concerning the proposed amendment to Rule 14a-3(d) 
on or before August 15, 1977. Persons desiring to make 
a written submission should file three copies thereof 
with the Secretary of the Commission, Securities and 
Exchange Commission, Washington, D.c 20549. 
Reference shouid be made to File No. S7-581. Copies of 
written comments will be available for public inspection 
in the Commission’s Public Reference Room, 1100 L 
Street, Washington, D.C. 20006. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13721/July 5, 1977 


NOTICE OF EFFECTIVENESS OF A PROPOSED 
RULE CHANGE BY THE PACIFIC SECURITIES 
DEPOSITORY TRUST COMPANY 


(File No. SR-PSD-77-2) 


The Pacific Securities Depository Trust Company 
(‘‘PSDTC’’) submitted on June 21, 1977, a proposed 
rule change, pursuant to Section 19(b)(3)(A) of the 
Securities Exchange Act of 1934 and Rule 19b-4 there- 
under. The rule change eliminates the transaction fee 
for stock loan movements and increases the value 
portion of PSDTC’s stock loan charge from five cents to 
eight cents per thousand dollars of loan value per day. 
In addition, the cash value of the stock loans remitted to 
participants on the day following the stock loan will be 
remitted to participants on the same day the stock loan 
is generated. 


The foregoing rule change has become effective 
pursuant to Section 19(b)(3) of the Securities Exchange 
Act of 1934. At any time within sixty days of the filing of 
such proposed rule change, the Commission may 
summarily abrogate the rule change if it appears to the 
Commission that such action is necessary or appro- 
priate in the public interest, for the protection of 
investors, or otherwise in furtherance of the purposes 
of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made in 


the Federal Register during the week of July 11, 1977. 


Interested persons are invited to submit written data, 
views and arguments concerning the submission within 
twenty-one days from the date of publication in the 
Federal Register. Persons desiring to make written 
submissions should file six copies thereof with the 
Secretary of the Commission, Securities and Exchange 
Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-PSD-77-2. 


Copies of the submission, with accompanying exhibits, 
and of all written comments will be available for public 
inspection at the Securities and Exchange Commis- 
sion’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be 
available at the principal office of the above-mentioned 
self-regulatory organization. 


For the Commission by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13722/July 6, 1977 


NOTICE OF FILING OF AMENDED PROPOSED 
RULE CHANGE BY THE MUNICIPAL SECURITIES 
RULEMAKING BOARD 


File No. SR-MSRB-77-6 


The Municipal Securities Rulemaking Board (the 
‘*MSRB’’) submitted on July 5, 1977 an amended 
proposed rule change under Rule 19b-4 to amend 
MSRB rule G-3 to require associated persons of a 
municipal securities broker or municipal securities 
dealer to maintain the confidentiality of qualification 
examinations prescribed by the MSRB and to refrain 
from receiving or giving assistance of any nature in the 
course of taking such qualification examinations. The 
original proposal was submitted on Juny 9, 1977, and 
was published at 42 FR 31207 (June 20, 1977). 


Publication of the submission is expected to be made in 
the Federal Register during the week of July 11, 1977. 
In order to assist the Commission to determine whether 
to approve the proposed rule change or institute pro- 
ceedings to determine whether the proposed rule 
change should be disapproved, interested persons are 
invited to submit written data, views and arguments 
concerning the submission within 21 days from the date 
of publication in the Federal Register. Persons desiring 
to make written submissions should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-MSRB-77-6. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13723/ July 6, 1977 


The Securities and Exchange Commission has ordered 
public administrative proceedings under Section 15(b) 
of the Securities Exchange Act of 1934 (‘‘Exchange 





Act’’) involving: C. D. Pulis & Co. (‘‘Registrant’’), a 
registered New York City broker-dealer; and Charles D. 
Pulis, the general partner of Registrant. These 
proceedings are based upon allegations by the 
Commission’s staff that Registrant willfully violated, 
and Pulis willfully aided and abetted the violation of, 
Sections 7(c), 15(b), 15(c)(3), and 17(a)(1) of the Ex- 
change Act, and Regulation T (margin requirements), 
and Rules 15b10-4 (supervision rule), 15b10-11 (fidelity 
bonding rule), 15c3-3 (customer protection rule), 17a-4 
(bookkeeping rule), 17a-5 (annual financial reporting 
rule), and 17a-10 (revenue and expenses reporting rule) 
thereunder. 


A hearing will be scheduled to take evidence on the 
staff’s allegations and to afford the Respondents an 
opportunity to offer any defenses thereto. The purpose 
of the hearing is to determine whether the allegations 
are true and if any action of a remedial nature should be 
ordered by the Commission. 





SECURITY EXCHANGE ACT OF 1934 
Release No. 13724/July 6, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY AMERICAN STOCK EXCHANGE, INC. 


File No. SR-Amex-77-13 


The American Stock Exchange, Inc. (the ‘‘Amex’’) 
submitted on June 15, 1977, a proposed rule change 
pursuant to Rule 19b-4 under the Securities Exchange 
Act of 1934, to eliminate restrictions on members 
executing agency orders off the Amex with a third 
market maker or non-member block positioner and, 
among other things, to amend its rules relating to short 
sales, wire connections between a member’s office and 
the Amex floor or a non-member’s office, and the 
retention of fingerprinting records. 


Publication of the submission is expected to be made in 
the Federal Register during the week of July 11, 1977. 
In order to assist the Commission to determine whether 
to approve the proposed rule change or institute pro- 
ceedings to determine whether the proposed rule 
change should be disapproved, interested persons are 
invited to submit written data, views and arguments 
concerning the submission within 21 days from the date 
of publication in the Federa/ Register. Persons desiring 
to make written submissions should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capito! Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-Amex-77-13. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 


Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13725/July 7, 1977 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY PACIFIC STOCK EXCHANGE INCORPORATED 


File No. SR-PSE-77-17 


The Pacific Stock Exchange Incorporated (‘‘PSE’’) 
submitted on June 29, 1977 a proposed rule change 
under Rule 19b-4 which would amend Section 10(c) of 
PSE Rule II to permit persons to hold appointments, 
simultaneously, as market makers on PSE-listed 
options and equity securities admitted to trading on the 
Exchange. 


Publication of the submission is expected to be made in 
the Federal Register during the week of July 11, 1977. 
In order to assist the Commission to determine whether 
to approve the proposed rule change or institute pro- 
ceedings to determine whether the proposed rule 
change should be disapproved, interested persons are 
invited to submit written data, views and arguments 
concerning the submission within 21 days from the date 
of publication in the Federal! Register. Persons desiring 
to make written submissions should file six copies 
thereof with the Secretary of the Commission, 
Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-PSE-77-17. 


Copies of the submission and of all written comments 
will be available for inspection at the Securities and 
Exchange Commission’s Public Reference Room, 1100 
L Street, N.W., Washington, D.C. Copies of the filing 
will also be available at the principal office of the 
above-mentioned self-regulatory organization. 


For the Commission by the Division of Market Regu- 
lation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTITLITY HOLDING COMPANY ACT OF 1935 
Release No. 20097/July 1, 1977 


In the Matter of 


APPALACHIAN POWER COMPANY 
Roanoke, Virginia 24009 


CEDAR COAL COMPANY 
Charleston, West Virginia 25301 


(70-5574) 


ORDER AUTHORIZING PROPOSED CAPITAL CONTRI- 
BUTIONS FROM UTILITY COMPANY TO SUBSIDIARY 
COAL COMPANY 


Appalachian Power Company (“Appalachian”), an 
electric utility subsidiary of American Electric Power 
Company, Inc., a registered holding company, and 
Cedar Coal Company (‘Cedar’), a coal mining 
subsidiary company of Appalachian, have filed a 
further amendment to their declaration previously filed 
and amended with this Commission pursuant to 
Section 12 of the Public Utility Holding Company Act 
of 1935 (“Act”) regarding the following proposed trans- 
action. 


Cedar is engaged in the mining, delivery and sale of 
coal to Appalachian. Cedar does not own coal 
properties, but Cedar holds leases on approximately 
24,931 acres of land in West Virginia estimated to 
contain 76 million tons of recoverable coal. Cedar’s 
current mining capacity is stated to be 2 million tons of 
coal per year. It is planned to expand the mining 
capacity of Cedar to approximately 4 million tons per 
year by 1979 at acost of approximately $50,000,000. It 
is stated that the bulk of Cedar’s coal production 
through 1979 is expected to be shipped to the John E. 
Amos plant in West Virginia (owned jointly by 
Appalachian and its affiliate, Ohio Power Company). 


By the declaration as originally filed in this proceeding, 
it was proposed that Appalachian make capital contri- 
butions of up to $10,000,000 through 1975 to finance 
expansion of Cedar’s operations. Notice of this 
proposal was issued November 4, 1974 (HCAR No. 
18653). Necessary state orders approving the 
transaction as originally proposed were not filed with 
this Commission and no order has been issued by this 
Commission with respect to that proposal. 


Cedar has previously been authorized to borrow up to 
$18,000,000 to finance its White Oak Preparation Plant, 
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estimated to cost $16,000,000 (HCAR No. 20017, May 
3, 1977, in file 70-5954). Appalachian seeks authoriza- 
tion to make capital contributions aggregating 
$20,000,000 to Cedar, to cover the estimated costs of 
site preparation, the mine portal, extensions of slopes 
and shafts and overhead expenditures. The contribu- 
tions will be made from time to time through 1979. It is 
stated that an estimated $14,000,000 will be spent for 
other mining equipment, with financing of this 
equipment to be subject to a further filing with this 
Commission. 


The State Corporation Commission of Virginia and the 
West Virginia Public Service Commission have 
authorized the proposed transaction. No other state or 
federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. Fees and 
expenses to be incurred in connection with the 
proposed transaction are estimated not to exceed 
$1,000. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20060), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers 
that said declaration, as amended, be permitted to 
become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended, be, and it hereby is, permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20098/July 5, 1977 


In the Matter of 


CONNECTICUT YANKEE ATOMIC POWER COMPANY 
Hartford, Connecticut 


(70-6017) 





ORDER AUTHORIZING ISSUANCE AND SALE OF 
SHORT-TERM NOTES TO BANKS AND A DEALER IN 
COMMERCIAL PAPER; EXCEPTION FROM COMPETI- 
TIVE BIDDING 


Connecticut Yankee Atomic Power Company (“Con- 
necticut Yankee’’), an electric utility subsidiary 
company of Northeast Utilities and New England 
Electric System, both of which are registered holding 
companies, has filed an applicatiion-declaration and 
an amendment thereto with this Commission pursuant 
to Sections 6 and 7 of the Public Utility Holding 
Company Act of 1935 (‘Act’) and Rule 50 promulgated 
thereunder. 


Connecticut Yankee proposes to issue and sell notes 
to banks and commercial paper to a dealer from time to 
time on or before June 30, 1978. The aggregate amount 
of all such notes at any time outstanding, whether 
issued to banks or to a dealer in commercial paper, will 
not exceed $20,000,000. 


The bank notes to be issued by Connecticut Yankee 
will each be dated the date of issue, will have 


maximum maturity dates of nine months, and will bear 
interest at the prime rate. The bank notes will be issued 
no later than June 30, 1978, and will be subject to 
prepayment at any time at the Company’s option 
without premium. Connecticut Yankee proposes to 


make such borrowings from The Chase Manhattan 
Bank, New York, and Bankers Trust Company, New 
York, New York, in a maximum principal amount at any 
one time outstanding from each bank of $12,000,060. 
Compensating balance requirements will not exceed 
10% of the credit line plus 10% of the average 
borrowings outstanding under the line. No closing 
costs are required in connection with any of the 
proposed bank borrowings. Based on a prime rate of 
6-3%4% the effective cost of such borrowings will be 
8.44%. 


The commercial paper will be issued in the form of 
short-term promissory notes in deniminations of not 
less than $50,000 and not more than $1,000,000, of 
varying maturities, with no maturity more than 270 
days after the date of issue and will not be repayable 
prior to maturity. The commerical paper will be sold 
directly to Lehman Commercial Paper, Incorporated, at 
the discount rate per annum prevailing at the date of 
issuance for commercial paper of comparable quality 
and of the particular maturity, sold by public utility 
issuers thereof to commercial paper dealers. No com- 
mercial paper shall be issued having a maturity of more 
than 90 days at an effective interest cost to Connec- 
ticut Yankee in excess of the effective bank interest 
rate at which Connecticut Yankee could obtain loans 
from banks in an amount at least equal to the principal 
amount of such commercial paper. No commission or 


fee will be payable in connection with the issuance and 
sale of the commercial paper. The purchasing dealer, 
as principal, will reoffer the commercial paper to 
institutional investors at a discount of not more than 
1/8 of 1% per annum less than the prevailing discount 
rate to Connecticut Yankee in such manner as not 
to constitute a public offering. 


The commercial paper will be reoffered to not more 
than 200 identified and designated customers in a 
nonpublic list prepared for Connecticut Yankee in 
advance by the purchasing dealer. No additions will be 
made to this customer list which includes commercial 
banks, insurance companies, corporate pension funds, 
investment trusts, foundations, colleges and univer- 
sities, municipal and state benefit funds, eleemosy- 
nary institutions, finance companies and nonfinancial 
corporations purchasing such paper for the purpose of 
investing their funds on a short-term basis. It is 
anticipated that the commercial paper will be held by 
customers to maturity, but if such customers desire to 
resell prior to maturity, the purchasing dealer, pur- 
suant to a verbal repurchase agreement, will 
repurchase the commercial paper and reoffer the same 
to others in the group of 200 customers. 


The funds to be derived from the issuance and sale of 
bank notes and commercial paper will be applied by 
Connecticut Yankee (i) to repay $5,500,000 of com- 
mercial paper presently outstanding pursuant to order 
of the Commission (HCAR No. 19407), (ii) to provide 
funds for construction, and (iii) to provide a portion of 
the funds required for the purchase of additional 
nuclear fuel through June 30, 1978. 


It is stated that no state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


It is stated that the sale of the bank notes is excepted 
from the competitive bidding requirements of Rule 50 
by reason of paragraph (a)(2) thereunder since no 
finder’s fee or other fee, commission or renumeration 
is to be paid to any third person for negotiating the 
issuance and sale of such notes. Connecticut Yankee 
requests that the proposed issuance and sale of 
commercial paper be excepted from the competitive 
bidding requirements of Rule 50 pursuant to paragraph 
(a)(5)(B) thereof on the ground that it is not practicable 
to invite competitive bids for commercial paper and 
that current rates for commercial paper of prime 
borrowers such as Connecticut Yankee are published 
daily in financial publications. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20066), and no 
hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
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hereby found that the applicable standards of the Act 
and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application-decla- 
ration, as amended, be granted and permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 pro- 
mulgated under the Act, except that the time for filing 
the certification thereunder with respect to the 
proposed transactions is extended so as to allow filing 
on a quarterly basis. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20099/July 5, 1977 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
New Orleans, Louisiana 


LOUISIANA POWER & LIGHT COMPANY 
New Orleans, Louisiana 


(70-6021) 


ORDER AUTHORIZING SUBSIDIARY COMPANY TO 
ISSUE AND SELL COMMON STOCK TO ITS PARENT 
HOLDING COMPANY 


Middle South Utilities, Inc. (‘Middle South”), a 
registered holding company, and a _ wholly-owned 
subsidiary company, Louisiana Power & Light 
Company (“Louisiana”), have filed an application- 
declaration with this Commission pursuant to Sections 
6(a), 7, 9(a), 10, and 12(f) of the Public Utility Holding 
Company Act of 1935 (“Act”) and Rule 43 promulgated 
thereunder as applicable to the proposed transaction. 


Louisiana proposes to issue and sell to Middle South, 
and Middle South proposes to purchase 4,700,000 


additional shares of its presently authorized but 
unissued common stock, no par value (“Common 
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Stock”) for an aggregate cash purchase price of 
$30,000,000. Louisiana proposes to apply the proceeds 
of such sale to the payment of short-term borrowings 
then outstanding for the partial financing of 
Louisiana’s construction program having estimated 
expenditures of $198,000,000 in 1977, and for other 
corporate purposes. 


Middle South proposes to borrow the funds required to 
acquire the Common Stock pursuant to a revolving 
credit agreement with a group of banks headed by 
Manufacturers Hanover Trust Company which provides 
for borrowings to be evidenced by Louisiana’s 
unsecured short-term promissory notes. By order 
dated June 15, 1977, this Commission authorized the 
aforesaid revolving credit agreement (HCAR No. 
20074). 


No fees and expenses are anticipated in connection 
with the proposed transactions except for the filing fee 
paid to this Commission and for legal fees of 
Louisiana’s counsel which are expected not to exceed 
$1,000. It is stated that no State commission and no 
Federal commission other than this Commission has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said application-declaration 
as amended, has been given in the manner prescribed 
in Rule 23 promulgated under the Act (HCAR No. 
20069), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the facts 
in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said appli- 
cation-declaration, as amended, be granted and 
permitted to become effective; 


IT 1S ORDERED, pursuant to the application provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 promul- 
gated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20100/July 5, 1977 





In the Matter of 


NEW ENGLAND ELECTRIC SYSTEM 
Westborough, Massachusetts 


(70-6020) 


ORDER AUTHORIZING ISSUE AND SALE OF 
COMMON STOCK AT COMPETITIVE BIDDING 


New England Electric System (‘‘NEES’’), a registered 
holding system, has filed a declaration and 
amendments thereto with this Commission pursuant to 
Sections 6(a) and 7 of the Public Utility Holding 
Company Act of 1935 (‘‘Act’’) and Rule 50 promulgated 
thereunder regarding the following proposed trans- 
action. 


NEES proposes to issue and sell, subject to the 
competitive bidding requirements of Rule 50 under the 
Act, up to 1,250,000 shares of its common stock, par 
value $1. 


The proceeds, estimated at about $27,500,000, will be 
applied to the payment of $25,000,000 in short-term 
debt and the balance will be made available to subsidi- 
aries for their construction programs. 


The fees and expenses to be incurred by NEES in 
connection with the proposed transaction are estimated 
at $160,000, including service fees, at cost, of New 
England Power Service Company, a wholly-owned sub- 
sidiary of NEES, of $72,000. The fees of counsel for the 
underwriters, to be paid by the successful bidders, are 
estimated at $20,000. No state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20056), and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is in the public interest and in 
the interest of investors and consumers that said 
declaration, as amended, be permitted to become 
effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said declaration, 
as amended, be, and it hereby is, permitted to become 
effective forthwith, subject to the terms and conditions 
prescribed in Rules 24 and 50 promulgated under the 
Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20101/July 6, 1977 


In the Matter of 


ALLEGHENY POWER SYSTEM, INC. 
New York, New York 


MONONGAHELA POWER COMPANY 
Fairmont, Virginia 


THE POTOMAC EDISON COMPANY 
Hagerstown, Maryland 


WEST PENN POWER COMPANY 
Greensburg, Pennsylvania 


(70-5992) 


SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE 
AND SALE OF COMMON STOCK BY SUBSIDIARY 
COMPANY TO HOLDING COMPANY 


Allegheny Power System, Inc. (‘‘APS’’), a registered 
holding company, and three of its public-utility subsidi- 
ary companies, Monongahela Power Company, The 
Potomac Edison Company (‘‘PE’’), and West Penn 
Power Company, have filed with this Commission a 
post-effective amendment to the application-declara- 
tion in this proceeding pursuant to Section 6(b) of the 
Public Utility Holding Company Act of 1935 (‘‘Act’’) 
regarding the following proposed transaction. 


By order in this proceeding dated April 29, 1977 (HCAR 
No. 20009), the Commission, among other things, 
authorized PE to issue and sell to APS 625,000 shares 
of its common stock, the amount which was then 
authorized and unissued under PE’s charter. Juris- 
diction was reserved by this Commission over the 
proposed issuance and sale by PE of an additional 
875,000 shares of its common stock pending the 
authorization thereof by the West Virginia Public 
Service Commission. PE has now obtained the requisite 
authorization from the West Virginia Commission. No 
other State or Federal commission, other than this 
Commission, has jurisdiction over the proposed trans- 
action. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 19970), and no 
hearing has been requested of or ordered by the Com- 
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mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act 
and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appro- 
priate in the public interest and in the interest of 
investors and consumers that said application-declara- 
tion, as now amended, be granted and permitted to 
become effective: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as now amended, be, and it hereby is, 
granted and permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act. 


IT 1S FURTHER ORDERED that the jurisdiction hereto 
fore reserved in this proceeding be, and it hereby is, 
released. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20102/July 7, 1977 


In the Matter of 


OHIO EDISON COMPANY 
Akron, Ohio 44308 


PENNSYLVANIA POWER COMPANY 
New Castle, Pennsylvania 16103 


ORDER APPROVING PROPOSAL TO INCUR OR 
GUARANTY SHORT-TERM BORROWING 


Ohio Edison Company (‘‘Edison’’), a registered 
holding company and Pennsylvania Power Company, 
(‘‘Penn Power’’) its electric utility subsidiary, have 
filed post effective amendments to the application- 
declaration previously filed in this proceeding pursuant 
to Section 6(b) of the Public Utility Holding Company 
Act of 1935 (‘‘Act’’) regarding the following proposed 
transactions. 


Pursuant to prior orders of the Commission in this pro- 
ceeding (HCAR Nos. 19604/July 7, 1976 and 
19861 / January 31, 1977), Edison and Penn Power have 
authorization through June 30, 1977 to make short-term 
borrowings and/or guarantees up to $130,000,000 and 
$27,000,000, respectively. 
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Edison and Penn Power are now requesting that upon 
the expiration of the authority heretofore granted and 
described above, authority be granted to each of them, 
respectively, to make short-term borrowings and/or 
guaranty short-term borrowings of Quarto Mining 
Company (‘‘Quarto’’) and/or the Owner-Trustee under 
lease arrangements with Quarto, without regard to the 
mix of such short-term borrowings and guarantees, up 
to $198,000,000 in the case of Edison and up to 
$35,000,000 in the case of Penn Power. Quarto is a 
wholly-owned subsidiary of the North American Coal 
Corporation, and is under contract to provide the coal 
requirements of specified generating units owned 
jointly by the Central Area Power Coordination Group 
(‘‘CAPCO’’), a joint development program for power 
generation and transmission. Edison and Penn Power, 
along with the Duquesne Light Company, Cleveland 
Electric Illuminating Company and Toledo Edison 
Company comprise the membership of CAPCO. 


Edison and Penn Power state that these amounts, as to 
each company, represent approximately 10% of the 
aggregate of (1) the total principal amount of all bonds 
or other securities representing secured indebtedness 
issued or assumed by that company presently out- 
standing and (2) the present aggregate of the par value 
of, or stated capital represented by, the outstanding 
shares of all classes of stock and of the surplus of such 
company, paid-in, earned and other, if any. The 
amount of permissible unsecured indebtedness under 
the companies charters is in each case similarly 
restricted to an amount equal to 10% of the aggregate 
of (1) the total principal amount of all bonds or other 
securities representing secured indebtedness issued or 
assumed by that company presently outstanding and 
(2) the present aggregate of the par value of, or stated 
capital represented by, the outstanding shares of all 
classes of stock and of the surplus of such company, 
paid in, earned, and other, if any. Edison and Penn 
Power request that the authority herein sought be 
effective to and including June 30, 1978. As used 
herein, the term ‘‘short-term borrowings’’ refers to 
borrowings that mature or are renewed for not more 
than nine months, exclusive of days of grace, after the 
date of their issue or renewal. 


Edison and Penn Power have estimated that the 
expected amounts of short-term borrowings and 
guarantees for the period through June 1978 should 
aggregate not more than $123,000,000 and $31,000,000 
respectively. 


The short-term borrowings to be made by Quarto 
and/or the Owner-Trustee under the lease transaction, 
the repayment of which are to be guaranteed by the 
CAPCO companies, will be primarily under the lines of 
credit with various banks as follows: 





Bank Name Amount 


Cleveland Trust 
Company 


$ 5,000,000 


The Chase Manhattan 
Bank, N.A. 


39,000,000 


117% of Prime 


Prime and Commit- 
ment Fee to be the 


Estimated Effective Rates 
With Prime at 6.75% 
Terms ¥2 Utilization Full Utilization 


7.8975% 7.8975% 


7.56 7.56 


greater of 6% times 
Prime times Line or 
12% times Prime 
times Utilization 


Central National 
Bank of Cleveland 


7,000,000 


110% of Prime and 
VY2% Commitment Fee 


on Unused Line 


Mellon Bank, N.A. 62,000,000 


107% of Prime and 


VYo% Commitment 
Fee on Unused Line 


Society National 
Bank of Cleveland 


5,000,000 


Union Commerce Bank 10,000,000 


Pittsburgh National 
Bank 


7,000,000 


Prime plus 1% 


Prime plus %4% 


110% of Prime and 
V2% Commitment Fee 


on Unused Line 


WEIGHTED AVERAGE $135,000,000 





The Pennsylvania Public Utility Commission has 
authorized Penn Power to guarantee short term 
borrowings made by Quarto or the Owner-Trustee in 
amounts up to $90,000,000. 


Short-term borrowings may also be made from the Note 
and Bond Escrow Funds (unspent proceeds of the per- 
manent financing previously consumated in connection 
with Quarto’s development of the mines) prior to the 
time the monies therein contained are expended. In this 
way, amounts in the Bond Escrow Funds by Quarto and 
Quarto can utilize amounts in the Note Escrow Fund 


prior to the time those funds are required by the 
Owner-Trustee. The interest rate applicable to the 
Notes and the interest rate for borrowing from the Bond 
Escrow Fund will bear interest at the interest rate 
applicable to the Bonds. The repayment of such 
borrowing will be guaranteed by the CAPCO companies 
in the same way that the repayment of borrowings 
under the lines of credit referred to above will be 
guaranteed. 


Edison’s existing lines of credit are currently and will 
be on July 1, 1977 as follows: 





Amount of 

Bank Line 
Group of 55 banks 

headed by First Na- 

tional Bank of Akron 


$39,000,000 


Interest 
Rate 


Prime 


Average 
Compensating 
Balances 


Effective rate 
(based on prime 
rate of 612%) 

None 7.15% 

(treating normal work- 
ing balances as com- 
pensating balances) 
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Effective rate 
(based on prime 
rate of 612%) 


Average 
Compensating 
Balances 


Interest 
Rate 


Amount of 


Bank Line 


The Chase Manhattan 
Bank, N.A. 


20,000,000 110% of Prime 10% of Line 7.94% 


Citibank, N.A. 20,000,000 110% of Prime 10% of Line 7.94% 


Cleveland Trust 
Company 


Irving Trust Company 


Morgan Guaranty 
Trust Company 


National City Bank 
Cleveland Ohio 


Central National 
Bank of Cleveland 


Society National 


15,000,000 


12,000.000 


12,000,000 


10,000,000 


2,000,000 


2,000,000 


110% of Prime 


110% of Prime 


110% of Prime 


110% of Prime 


Prime 


110% of Prime 


10% of Line 


10% of Line 


10% of Line 


10% of Line 


10% of Line 


10% of Line 


7.94% 


7.94% 


7.94% 


7.94% 


Bank of Cleveland 


$143,000,000 


Weighted Av- 
erage Effec- 
tive Rate 





In addition, Edison has arrangements with the trust 
departments of various banks relating to so-called 
master notes, which are notes issued and sold by 
Edison, in denominations of not less than $1,000 and 
sold to trust departments and repayments made by 
Edison with respect thereto are entered on a single note 
as they occur, without the need for issuance of a new 


note or cancellation of an existing note each time a 
loan or repayment is made. Edison has the right to 
repay at any time, without penalty, all or any part of the 
principal amount of each note then outstanding. The 
issuance and sale of these ‘‘master notes’’ was 
authorized in HCAR No. 19298 (December 16, 1975). 





Trust Department 


Cleveland Trust Company 


First National Bank of Akron 


Akron National Bank Trust 
Company 


Amount 


$10,000,000 


10,000,000 


2,000,000 


Interest Rate* 


Highest rate of General Motors Ac- 
ceptance Corporation commercial 
paper with maturity from 30 to, and 
including, 180 days plus 4%. 


Ford Motor Credit Company 180 days 
commercial paper rate. 


General Motors, Acceptance Cor- 
poration 180 day commercial paper, 
plus 1/8%. 





“The rates noted would be converted to the annual simple interest equivalent since they are 
quoted on a discount basis. The interest payable by Edison on outstanding loans would change 
from time to time based on changes in the commercial paper rates specified. 
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Penn’s Power’s lines of credit at July 1, 1977 will be as 
follows: 


Amount of 


Bank Line 


Group of 9 banks $11.000,000 


Citibank, N.A. 4,500,000 


Citibank, N.A. 4,500,000 


$20.000,000 





Interest 
Rate 


Prime 


110% of Prime 


110% of Prime 


Effective rate 
(based or prime 
rate of (12%) 


Average 
Compensating 
Balances 


7.24% 
(treating normal 
working balances 
as compensating 
balances) 


None 


10% of Line 7.94% 


None 


7.80% * 


Weighted Average 
Effective Rate 


* Taking into account a fee in lieu of compensating balances equal to 10% of the prime rate times 


the line of credit. 





Edison and Penn Power will each use any proceeds 
received in connection with short-term borrowings for 
the acquisition of property and the construction, 
completion, extension, renewal or improvement of their 
respective facilities, or for the reimbursement of their 
respective treasuries for expenditures made for such 
purposes. 


The Pennsylvania Public Utility Commission has 
modified its order, previously issued in this proceeding, 
to cover the period through June 30, 1978. No other 
state commission and no federal commission, other 
than this Commission has jurisdiction over the 
proposed transaction. 


Due notice of the filing of said declaration has been 
given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 20059) and no hearing has 
been requested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that is is appropriate in the public 
interest and in the interest of investors and consumers 
that the application-declaration as amended by said 
post-effective amendments be granted and permitted to 
become effective in part: 


IT 1S ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder that Edison and Penn 


Power be and hereby are, authorized effective forthwith 
to make short-term borrowing and/or guaranty 
short-term borrowings of Quarto, through June 30, 
1978 in amounts up to $123,000,000 and $31,000,000 
respectively and that, of these amounts, no more than 
$90,000,000 may constitute guarantees of short-term 
borrowings by Quarto or the Owner-Trustee, subject to 
the terms and conditions prescribed in Rule 24 promul- 
gated under the Act. 


IT IS FURTHER ORDERED, that jurisdiction be, and 
hereby is reserved with respect to any greater amounts 
requested by either Edison or Penn Power pending a 
showing of further need by either of the companies. 


IT 1S FURTHER ORDERED that jurisdiction be, and 
hereby is reserved with respect to any greater amounts 
of short-term borrowings by Quarto to be guaranteed 
by Edison or Penn Power. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9833/June 30, 1977 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 595/June 30, 1977 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 13705/June 30, 1977 


Administrative Proceeding File No. 3-5217 
In the Matter of 
RICHARD DOUGLAS AVERY 


FINDINGS AND ORDER IMPOSING REMEDIAL SANC- 
TIONS 


In these administrative proceedings under the 
Investment Company Act of 1940, the Investment 
Advisers Act of 1940 and the Securities Exchange Act 
of 1934', Richard Douglas Avery, without admitting or 
denying the allegations of the Order for Proceedings, 
has submitted an offer of settlement which the Com- 
mission has determined to accept. 


On the basis of the Order for Proceedings and the offer 
of settlement, it is found: 


1) That Richard Douglas Avery, wilfully violated 
Section 17(e)(1) of the Investment Company Act of 
1940, as amended, and on January 31, 1977 in United 
States District Court at Los Angeles, California he was 
convicted of violating said Section; and 


2) That it is in the public interest to impose the sanc- 
tion specified in the offer of settlement. 


Accordingly, IT IS ORDERED that Richard Douglas 
Avery be, and hereby is, barred from association with 
any broker, dealer, investment adviser or investment 
company. 


For the Commission, by its Secretary. 


George A. Fitzsimmons 
Secretary 








‘instituted In the Matter of Richard Douglas Avery on May 
3, 1977. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9834/June 30, 1977 


In the Matter of 


CALIFORNIA-WESTERN STATES LIFE INSURANCE 
COMPANY 


and 


CAL-WESTERN SEPARATE ACCOUNT A 
220 L Street 
Sacramento, CA 95814 


(812-3924) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS OF 
SECTIONS 22(e), 27(c)(1) AND 27(d) OF THE ACT 


California-Western States Life Insurance Company 
(“Cal-Western”), a stock life insurance company incor- 
porated in the State of California, and Cal-Western 
Separate Account A (“Separate Account A”), a separate 
account of Cal-Western registered under the 
Investment Company Act of 1940 (“Act”) as an 
open-end diversified management investment com- 
pany (hereinafter collectively referred to as 
“Applicants”), filed an application on March 10, 1976 
and an amendment thereto on May 2, 1977, pursuant to 
Section 6(c) of the Act for an order exempting 
Applicants from the provisions of Sections 22(e), 
27(c)(1) and 27(d) of the Act to the extent necessary to 
permit compliance by Applicants with certain provi- 
sions of the Education Code of the State of Texas. 


On June 2, 1977, the Commission issued a notice 
(Investment Company Act Release No. 9798) of the 
filing of the application. The notice gave interested 
persons an opportunity to request a hearing and stated 
that an order disposing of the application would be 
issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed and 
the Commission has not ordered a hearing. 


The matter has been considered and it has been found 
that the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
of Sections 22(e), 27(c)(1) and 27(d) of the Act to the 
extent necessary to permit compliance with certain 
provisions of the Education Code of the State of Texas 
as it would apply to payments made on variable annuity 
contracts subsequent to the date of the requested 
order, be, and hereby is, granted, effective forthwith. 





For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9835/July 1, 1977 


In the Matter of 
AETNA FUND, INC. 
and 


AETNA FINANCIAL SERVICES, INC. 
151 Farmington Avenue 
Hartford, CT 06156 


(812-3934) 


ORDER PURSUANT TO SECTION 11 OF THE ACT 
APPROVING OFFERS OF EXCHANGE AND PUR- 
SUANT TO SECTION 6(c) OF THE ACT GRANTING 
EXEMPTION FROM SECTION 22(d) OF THE ACT 


Aetna Fund, Inc. (“Fund”), a diversified, open-end 
management investment company registered under the 
Investment Company Act of 1940 (“Act”) and AEtna 
Financial Services, Inc. (“Financial”), a Connecticut 
corporation which serves as the Fund’s principal 
underwriter and investment adviser and is a 
wholly-owned subsidiary of AEtna Life and Casualty 
Company (“AEtna”), filed an application on March 24, 
1976 and amendments thereto on April 28, 1977 and 
May 17, 1977, pursuant to Section 11 of the Act for an 
order approving offers of exchange and pursuant to 
Section 6(c) of the Act for an order granting an 
exemption from Section 22(d) of the Act. 


On June 1, 1977, the Commission issued a notice of 
the filing of the application (Investment Company Act 
Release No. 9792). The notice gave interested persons 
an opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course, unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found that the 
granting of the requested order and exemption is 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT 1S ORDERED, pursuant to Section 11 of the Act, that 
the proposed exchange offers be approved, and 


IT |S FURTHER ORDERED, pursuant to Section 6(c) of 
the Act, that the application for exemption from 
Section 22(d) of the Act, to the extent requested, be, 
and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9836/July 1, 1977 


In the Matter of: 


AMERICAN VARIABLE ANNUITY 
LIFE ASSURANCE COMPANY 


THE A.V.A. INCOME FUND 
AMERICAN VARIABLE ANNUITY FUND 
and 


SMA EQUITIES, INC. 
440 Lincoln Street 
Worcester, Massachusetts 01605 


(812-4109) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 27(a)(3) OF 
THE ACT AND RULE 27a-2 THEREUNDER 


American Variable Annuity Life Assurance Company 
(the “Company”), a Delaware stock life insurance com- 
pany, The A.V.A. Income Fund (the “Income Fund”) 
and American Variable Annuity Fund (“AVA Fund”), 
both separate accounts of the Company registered 
under the Investment Company Act of 1940 (the “Act”) 
as open-end management investment companies (the 
“Funds”), and SMA Equities, Inc. (“SMAE”), the 
principal underwriter for the Funds (collectively 
referred to herein as “Applicants”), filed an application 
on March 21, 1977 and an amendment thereto on May 
20, 1977, pursuant to Section 6(c) of the Act for an 
order of exemption from Section 27(a)(3) of the Act and 
Rule 27a-2 thereunder. 


On June 2, 1977, the Commission issued a notice (In- 
vestment Company Act Release No. 9796) of the filing 
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of the application. The notice gave interested persons 
an opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter has been considered and it has been found 
that the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
of Section 27(a)(3) of the Act and Rule 27a-2 thereunder 
to the extent requested, be, and hereby is, granted 
effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9837/ July 1, 1977 


In the Matter of: 


AMERICAN VARIABLE ANNUITY 
LIFE ASSURANCE COMPANY 


THE A.V.A. QUALIFIED INCOME FUND 
AMERICAN VARIABLE ANNUITY FUND 
AND 

SMA EQUITIES, INC. 

440 Lincoln Street 


Worcester, Massachusetts 01605 


(812-4110) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 27(a)(3) OF 
THE ACT AND RULE 27a-2 THEREUNDER 


American Variable Annuity Life Assurance Company 
(the “Company”), a Delaware stock life insurance com- 
pany, The A.V.A. Qualified Income Fund (the “Income 
Fund”) and American Variable Annuity Fund (“AVA 
Fund”), both separate accounts of the Company regis- 
tered under the Investment Company Act of 1940 (the 
“Act”) as open-end management investment com- 
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panies (the ‘‘Funds’’), and SMA Equities, Inc. 
(“SMAE”), the principal underwriter for the Funds 
(collectively referred to herein as “Applicants”), filed 
an application on March 21, 1977 and an amendment 
thereto on May 20, 1977, pursuant to Section 6(c) of the 
Act for an order of exemption from Section 27(a)(3) of 
the Act and Rule 27a-2 thereunder. 


On June 2, 1977 the Commission issued a notice 
(Investment Company Act Release No. 9797) of the 
filing of the application. The notice gave interested 
persons an opportunity to request a hearing and stated 
that an order disposing of the application would be 
issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed and 
the Commission has not ordered a hearing. 


The matter has been considered and it has been found 
that the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy 
and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions 
of Section 27(a)(3) of the Act and Rule 27a-2 
thereunder, to the extent requested, be, and hereby is, 
granted effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9838/July 1, 1977 


In the Matter of 

DELAWARE FUND, INC. 

DECATUR INCOME FUND, INC. 

DELTA TREND FUND, INC. 

DELCHESTER BOND FUND, INC. 

DMC TAX-FREE INCOME TRUST-PENNSYLVANIA 


and 





DELAWARE MANAGEMENT COMPANY, INC. 
Seven Penn Center Plaza 
Philadelphia, Pennsylvania 19103 


(812-4098) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
11(a) OF THE ACT TO PERMIT AN OFFER OF 
EXCHANGE AND PURSUANT TO SECTION 6(c) TO 
PROVIDE AN EXEMPTION FROM THE PROVISIONS 
OF SECTION 22(d) OF THE ACT AND RULES 22d-1 
AND 22d-2 THEREUNDER 


NOTICE IS HEREBY GIVEN that Delaware Fund, Inc., 
Decatur Income Fund, Inc., Delta Trend Fund, Inc. 
(collectively “Funds’), Delchester Bond Fund, Inc. 
(“Bond-Fund”) and DMC Tax-Free Income Trust-Penn- 
sylvania (“DMC Trust”), each of which is registered as 
an open-end diversified management investment 
company under the Investment Company Act of 1940 
(the “Act”) and Delaware Management Company, Inc. 
(“Management”) (collectively referred to with the 
Funds, Bond Fund and DMC Trust as “Applicants”), 
filed an application on March 1, 1977 and an 
amendment thereto on April 28, 1977, for an order, 
pursuant to Section 11(a) of the Act, to permit the 
Funds to offer to exchange their shares for shares of 
DMC Trust on a basis other than their relative net asset 
value per share at the time of the exchange, and, 
pursuant to Section 6(c) of the Act, exempting Appli- 
cants from the provisions of Section 22(d) of the Act 
and Rules 22d-1 and 22d-2 thereunder in connection 
with such exchanges. All interested persons are 
referred to the application on file with the Commission 
for a statement of the representations contained 
therein, which are summarized below. 


Applicants state that Management, as principal 
underwriter for the Funds, Bond Fund, and DMC Trust, 
maintains a continuous offering of the shares thereof 
at their respective net asset values plus a sales charge. 
At present, the applicable sales charge for the Funds 
varies with the quantity purchased in the transaction as 
follows: 


Size of Transaction 
at Offering Price 


Sales Charge as Percentage 
of Offering Price 


Less than $10,000 

$10,000 but under $25,000 
$25,000 but under $50,000 
$50,000 but under $100,000 
$100,000 but under $250,000 
$250,000 but under $500,000 
$500,000 but under $1,000,000 
$1,000,000 and over 


8.5% 
8.0% 
6.5% 
4.5% 
3.5% 
2.5% 
2.0% 
1.0% 


The sales charges for DMC Trust and Bond Fund are as 
follows: 


Size of Transaction 
at Offering Price 


Sales Charge as Percentage 
of Offering Price 


Less than $100,000 

$100,000 but under $250,000 
$250,000 but under $500,000 
$500,000 but under $1,000,000 
$1,000,000 and over 


4.5% 
3.5% 
2.5% 
2.0% 
1.0% 


Applicants propose to offer shares of each of the 
Funds to shareholders of DMC Trust on the basis of 
their relative net asset values at the time of exchange 
plus the applicable sales load described in the pros- 
pectus of the Fund being acquired, less the sales 
charge paid on such DMC Trust shares at the time that 
they were originally acquired. Exchanges between 
DMC Trust and Bond Fund will be made at net asset 
value. Applicants assert that an investor acquiring 
shares of one of the Funds through an exchange of 
shares of DMC Trust purchased at the reduced sales 
charges would, therefore, pay approximately the same 
overall sales charge that he would have paid had he 
purchased the same number of shares of one of the 
Funds directly. 


Applicants further state that purchases of shares of the 
Funds by investors who have redeemed DMC Trust 
shares within the previous 30 days, pursuant to their 
one-time reinvestment privilege, will also include sales 
charges equal to the difference between the sales 
charges that were paid on the DMC Trust shares that 
were redeemed and the applicable sales charges on the 
shares of the Fund being acquired with the proceeds of 
such redemptions. Such reinvestment privilege, 
described in the current prospectus for DMC Trust, 
permits the reinvestment of such proceeds in DMC 
Trust or Bond Fund at no additional sales charge, and 
in any of the Funds with only the adjustment to 
equalize the sales charges described above. 


Section 11(a) of the Act provides, in part, that it shall 
be unlawful for any registered open-end company or 
any principal underwriter thereof to make or cause to 
be made an offer to the shareholders of a security of 
such company or any other open-end investment 
company to exchange his security for a security in the 
same or another such company on any basis other than 
the relative net asset values of the respective securities 
to be exchanged unless the terms of the offer have first 
been submitted to and approved by the Commission. 


Section 22(d) of the Act provides, in part, that no 
registered investment company or principal under- 
writer thereof shall sell any redeemable security issued 
by such company to any person except at a current 
offering price described in the company’s prospectus. 
Rule 22d-1 provides an exemption from Section 22(d) 
to the extent necessary to permit the sale of 
redeemable securities of a registered investment 
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company at prices which reflect reductions in or 
elimination of the sales load under certain stated cir- 
cumstances. Rule 22d-2 provides, subject to certain 
conditions, for a further exemption from the provisions 
of Section 22(d) to the extent necessary to permit, 
without sales charge, reinvestment in shares of sucha 
company of the proceeds of a redemption of the same 
company’s shares where the reinvestment takes place 
within 30 days of the redemption, or the purchase with 
such proceeds of shares of another investment 
company which offers to exchange its shares for 
shares of the company whose shares had been 
redeemed without any sales charge. 


Applicants state that the purpose of the proposed 
exchange offers is to permit a sharehoider of DMC 
Trust who changes his investment objective to change 
his investment to a different investment company 
without paying the full sales charge otherwise 
applicable. Applicants further state that the exchange 
offers to shareholders of DMC Trust cannot fairly be 
made at the relative net asset value of the Fund to be 
acquired because the shareholder of DMC Trust may 
have paid a substantially smaller sales load on his 
investment than similarly situated investors of the 
Fund to be acquired. Applicants assert that if shares of 
the Funds could be acquired by a shareholder of DMC 
Trust at net asset value in an exchange, the purpose 
and spirit of Section 22(d) of the Act might be violated 
since an investor thereby would be able to purchase 
shares of one of the Funds at a sales charge other than 
that described in a Fund’s Prospectus merely by 
purchasing shares of DMC Trust and subsequently 
exchanging those shares at net asset value for shares 
of one of the Funds. 


Section 6(c) provides, in part, that the Commission, by 
order upon application, may conditionally or 
unconditionally exempt any person, security, or 
transaction or any class or classes of persons, 
securities, or transactions from any provision or 
provisions of the Act and the rules promulgated there- 
under, if and to the extent that such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than July 26, 1977, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law proposed 
to be controverted, or he may request that he be 
notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
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request shall be served personally or by mail upon 
Applicants at the address stated above. Proof of such 
service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9839/July 5, 1977 


In the Matter of 


ELFUN TAX-EXEMPT INCOME FUND 
112 Prospect Street 
Stamford, Connecticut 06904 


(813-44) 


NOTICE OF FILING OF APPLICATION FOR AN ORDER 
OF EXEMPTION PURSUANT TO SECTION 6(b) OF THE 
ACT AS AN EMPLOYEES’ SECURITIES COMPANY. 


NOTICE IS HEREBY GIVEN that Elfun Tax Exempt 
Income Fund (“Fund”), which is registered under the 
Investment Company Act of 1940, as amended (‘‘Act”), 
as a diversified, open-end management investment 
company, filed an application on April 15, 1977, and an 
amendment thereto on May 18, 1977, pursuant to 
Section 6(b) of the Act for an order of the Commission 
exempting the Fund from the following Sections of the 
Act and the Rules and Regulations promulgated 
thereunder: 8(b), 10(a), 13(a)(4) to the extent required 
to permit the Fund to be terminated without a vote of 
the Fund’s Unitholders, 15(a) to the extent required to 
allow the investment advisory agreement between the 
Fund and General Electric Investment Corporation 
(“GEIC”) described below to go into effect without 
being approved by persons holding a majority of the 
Fund’s outstanding Units, 15(c), 16(a), 22(f), 30(d) to 
the extent required to permit the Fund to send a report 
to its Unitholders describing operations of the Fund 
only once a year, and 32(a) of the Act. All interested 





persons are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


The Fund is acommon law trust created pursuant to an 
agreement among the Fund’s Trustees dated March 14, 
1977. It filed with the Commission a notification of 
registration on Form N-8A on March 15, 1977, and a 
registration statement on Form S-5 under the 
Securities Act of 1933, as amended, on the same date. 
The registration statement on Form S-5 was declared 
effective on June 15, 1977; however, the Fund has not 
commenced distribution of Units of beneficial interest 
as of yet. 


The Fund’s investment objective is to seek as high a 
level of current interest income exempt from Federal 
income taxes as is available from investing in Munici- 
pal Bonds and is consistent with prudent investment 
management. It is the Fund’s fundamental policy that 
at least 80% of its total assets will be invested in 
Municipal Bonds unless (1) market conditions call for a 
defensive posture in taxable obligations, or (ii) during 
the period between the commitment to purchase 
Municipal Bonds and the settlement date for such 
purchases. The Fund’s investment restrictions include 
a prohibition against borrowing money or property 
except as a temporary measure and in no event will 
such borrowings exceed 5% of the Fund’s total assets. 
Its fundamental policies and investment restrictions 
are not changeable without the approval of holders’ of 
at least majority of the Fund’s outstanding Units. 


The Fund does not issue shares of stock. Ownership is 
denominated by Units which are evidenced by certi- 


ficates or shown as Bookunits in statements of 
Account. All Units are of one class and are equal to 
each other without preference or priority of one over 
the other. Unitholders have no voting rights except 
with respect to matters affecting the Unitholders’ 
rights of redemption or other substantial rights, and 
with respect to changes in the Fund’s fundamental 
policies. They are not entitled to elect members of the 
Fund’s Board of Trustees. Each Unit entitles the holder 
thereof to one vote. There are no preemptive, 
subscription or conversion rights. 


Fund Units are offered for sale only to regular and 
senior members of the Elfun Society (“Elfun’’) and to 
General Electric Company (“General Electric”) and its 
affiliated companies. The Fund continuously offers its 
Units at net asset value without a sales charge per Unit, 
determined as of the next closing of the New York 
Stock Exchange after a subscription is received by the 
Unitholder Servicing Agent (Elfun Tax-Exempt Income 
Fund Unitholders Records Operation, General Electric 
Company). A redemption fee not to exceed 1% may be 
prescribed. The minimum initial investment is $1,000 
and the minimum payroll deduction is $50 per month. 


Regular members of Elfun are selected from the higher 
level exempt-salaried employees of General Electric 
and its affiliated companies. Senior members are 
former regular members who have retired from those 
companies. As of December 31, 1976, there were 
approximately 18,800 regular members and 3,400 
senior members of Elfun. Purchases of Fund Units may 
also be made by the spouse and adult children of 
eligible living Elfun members or by the unremarried 
Surviving spouse of a former Elfun member. 


The Fund’s Trustees have contracted for investment 
management services with GEIC, a wholly-owned 
subsidiary of General Electric which is registered with 
the Securities and Exchange Commission as an 
Investment Adviser under the Investment Advisers Act 
of 1940. Subject to general guidance and review by the 
Fund’s Board of Trustees, GEIC will develop an 
investment program, determine what securities should 
be bought and sold and execute portfolio transactions 
for the Fund. GEIC is reimbursed the reasonable costs 
it incurs in providing investment management services 
to the Fund, but such reimbursement does not include 
any element of profit for GEIC. 


GEIC is subject to removal by the Fund’s Trustees at 
any time, without penalty, on sixty days written 
notice. The contract for investment management 
provides that the appointment of the investment 
manager is subject to annual review by the Fund’s 
Trustees. The Fund’s Trustees have employed The 
Bank of New York to act as the Fund’s custodian. 
Accounting Services and Unitholder Services are 
furnished to the Fund by General Electric at reasonable 
costs without profit to General Electric. 


The Fund’s three Trustees are all officers or employees 
of General Electric who have been assigned to the 
operations of GEIC. They do not receive any compen- 
sation from the Fund for serving as Trustee, although 
the Fund is required to reimburse GEIC for the portion 
of the remuneration such persons receive from General 
Electric which is allocable to the time they spend on 
Fund matters in their capacity as GEIC employees. The 
amount of services performed by the Trustees to the 
Fund will not in any way affect the size of their salaries 
or other remuneration from General Electric. The 
application states that the Trustees, GEIC and General 
Electric all have a very strong interest in assuring that 
the Fund is well managed, and while General Electric 
does not sponsor the Fund, the Fund is being 
established to offer an additional investing opportunity 
to certain General Electric employees, former 
employees, and their immediaie relatives. Thus, the 
application contends that the success of the Fund will 
have a strong bearing on General Electric employee 
morale and satisfactory employee relations, matters in 
which General Electric is vitally interested. 


SEC DOCKET/1133 





The application contends that the Fund meets the 
definition of an “employees’ securities company” 
contained in Section 2(a)(13) of the Act and should, as 
such, be exempted by the Commission pursuant to 
Section 6(b) of the Act. Section 2(a)(13) of the Act 
provides that “Employees’ securities company’ means 
any investment company or similar issuer all of the 
outstanding securities of which (other than short-term 
paper) are beneficially owned (A) by the employees or 
persons on retainer of a single employer or of two or 
more employers each of which is an affiliated company 
of the other, (B) by former employees of such employer 
or employees, (C) by members of the immediate family 
of such employees, persons on retainer, or former 
employees, (D) by any two or more of the foregoing 
classes of persons, or (E) by such employer or 
employers together with any one or more of the 
foregoing classes of persons.” 


Section 6(b) of the Act provides that “Upon application 
by any employees’ security company, the Commission 
shall by order exempt such company from the 
provisions of the Act and of the rules and regulations 
hereunder, if and to the extent that such exemption is 
consistent with the protection of investors. In 
determining the provisions to which such an order 
shall apply, the Commission shall give due weight, 
among other things, to the form of organization and 
the capital structure of such company, the persons by 
whom its voting securities, evidences of indebtedness, 
and other securities are owned and controlled, the 
prices at which securities issued by such company are 
sold and the sales load thereon, the disposition of the 
proceeds of such sales, the character of the securities 
in which such proceeds are invested, and any 
relationship between such company and the issuer of 
any such security.” Pursuant to the provisions of Rule 
6b-1 under the Act upon filing its application, the Fund 
became exempt from the above specified sections of 
the Act and the Rules and Regulations promulgated 
thereunder pending final determination of this 
application by the Commission. 


In support of the requested exemptions, the 
application states that the safeguards for employee 
interests inherent in the Fund and the above described 
contractual arrangements of which the Fund is to be a 
party are more than adequate; that the Fund has no 
conflict of interst with the employee-investors; and 
that it has every incentive to see to it that the interests 
of the employees are protected. The application de- 
clares that the Fund believes that the exemptions it has 
requested from the above specific provisions of the Act 
and the Rules and Regulations promulgated 
thereunder, are consistent with the protection of 
investors. The application in this regard points out that 
Elfun Trusts and other employee securities companies 
associated with General Electric in the past have re- 
ceived orders of the Commission pursuant to Section 
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6(b) exempting them from the same provisions of the 
Act and the Rules and Regulations promulgated 
thereunder of which the Fund is requesting exemption. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than August 1, 1977, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reasons 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such 
request shall be served personally or by mail upon 
Applicant at the address stated above. Proof of such 
service (by affidavit, or in case of an attorney at law, by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter 
orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a hearing, 
or advice as to whether a hearing is ordered, will 
receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9840/July 5, 1977 


in the Matter of 


AMERICAN GENERAL MUNICIPAL BOND FUND 
P. O. Box 3121 
Houston, Texas 77001 


(811-2666) 


ORDER PURSUANT TO SECTION 8(f) OF THE INVEST- 
MENT COMPANY ACT OF 1940 DECLARING THAT 
THE APPLICANT HAS CEASED TO BE AN 
INVESTMENT COMPANY. 


On June 6, 1977, a notice was issued (Investment 
Company Act Release No. 9802) stating that American 
General Municipal Bond Fund (“Applicant”), registered 





under the Investment Company Act of 1940 (“Act”) as a 
diversified, open-end management investment com- 
pany, filed an application on April 7, 1977, and amend- 
ments thereto on May 6 and May 26, 1977, pursuant to 
Section 8(f) of the Act, for an order of the Commission 
declaring that the Applicant has ceased to be an in- 
vestment company as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing, and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
the Applicant has ceased to be an_ investment 
company. Accordingly, 


IT IS ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of American General Municipal 
Bond Fund, under the Act shall forthwith cease to be in 
effect 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9841/July 6, 1977 


In the Matter of 


LANDMARK GROWTH FUND, INC. 
2100 Republic Bank Tower 
Dallas, Texas 75201 


(811-660) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT DE- 
CLARING THAT APPLICANT HAS CEASED TO BE AN 
INVESTMENT COMPANY 


On June 6, 1977, a notice was issued (Investment 
Company Act Release No. 9804) of an application filed 
on March 31, 1977, and of an amendment thereto on 
May 16, 1977, by Landmark Growth Fund, Inc. 
(‘‘Applicant’), registered under the Investment 
Company Act of 1940 (“Act”) as an open-end, 
diversified management company, for an order of the 
Commission declaring that Applicant has ceased to be 
an investment company as defined in the Act. 


The notice gave interested persons an opportunity to 


request a hearing and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT 1S ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Landmark Growth Fund, Inc. 
under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9842/July 6, 1977 


In the Matter of 


LA SALLE FUND, INC. 
One IBM Plaza 
Chicago, Illinois 60611 


(811-2093) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT DE- 
CLARING THAT APPLICANT HAS CEASED TO BE AN 
INVESTMENT COMPANY 


On June 6, 1977, a notice was issued (Investment Com- 
pany Act Release No. 9803) of an application filed on 
May 5, 1977, by LaSalle Fund, Inc. (“Applicant”), 
registered under the Investment Company Act of 1940 
(‘‘Act’’) as a diversified, open-end management 
company, for an order of the Commission declaring 
that Applicant has ceased to be an_ investment 
company as defined in the Act. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 

IT IS ORDERED, pursuant to Section 8(f) of the Act, 
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that the registration of LaSalle Fund, Inc. under the Act 
shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9843/July 6, 1977 


In the Matter of 


MIDWEST SECURITIES INVESTMENT, INC. 
702 Harries Building 
Dayton, Ohio 45402 


(811-908) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR AN ORDER DE- 
CLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


Midwest Securities Investment, Inc. (‘“‘Fund” or 
“Applicant’’), registered under the Investment 
Company Act of 1940 (‘Act’) as a _ closed-end 
non-diversified management investment company, 
filed an application on January 24, 1977 pursuant to 
Section 8(f) of the Act for an order of the Commission 
declaring that the Fund has ceased to be an investment 
company. 


On June 6, 1977, a notice was issued (Investment 
Company Act Release No. 9805) of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found that 
Applicant has ceased to be an investment company. 
Accordingly, 


IT 1S ORDERED, pursuant to Section 8(f) of the Act, 
that the registration of Midwest Securities Investment, 
Inc. under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9844/July 7, 1977 


In the Matter of 


TDP&L INVESTMENT ACCOUNT “A”, INC. 
28 State Street 
Boston, Massachusetts 02109 


(812-3432) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
AMENDING PRIOR ORDER OF EXEMPTION FROM 
SECTION 2(a)(19) OF THE ACT 


On June 6, 1977, a notice was issued (Investment Com- 
pany Act Release No. 9801) of an application filed on 
August 9, 1976, as amended on March 22 and May 27, 
1977, by TDP&L Investment Account “A’’, Inc. 
(“Applicant”), a diversified, open-end investment com- 
pany registered under the Investment Company Act of 
1940 (“Act”), pursuant to Section 6(c) of the Act for an 
amendment to an order of the Commission dated 
August 7, 1973 (Investment Company Act Release No. 
7928) pursuant to Section 6(c) of the Act which de- 
clared that Henry R. Guild, Jr. (“Guild”) should not be 
deemed an “interested person” of Applicant or any of 
its then current investment advisers within the 
meaning of Section 2(a)(19) of the Act solely by reason 
of his then status as a director of Trusteed Fund, Inc. 
(“Old Trusteed”), a broker-dealer registered under the 
Securities Exchange Act of 1934. Applicant sought an 
amendment to the earlier order so as to continue in 
effect the exemption from Section 2(a)(19) solely with 
respect to Guild’s present status as a director of 
Trusteed Funds, Inc. (“Trusteed’’) the successor to Old 
Trusteed. 


The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of 
the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
amendment of the prior order to continue in effect the 
exemption from Section 2(a)(19) of the Act is appro- 
priate in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for amendment of the 
Commission’s order dated August 7, 1973 (Investment 
Company Act Rel. No. 7928) to continue in effect the 
exemption of Henry R. Guild, Jr. from the provisions of 
Section 2(a)(19) of the Act solely with respect to his 





present status as a director of Trusteed Funds, Inc. be 
and hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 595/June 30, 1977 


SEE 
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LITIGATION 





Litigation Release No. 8003/June 30, 1977 


SEC v. SHAUGHNESSY & CO., INC. et al 
(D. Minn., CIVIL ACTION NO. 3-77-243) 


William D. Goldsberry, Administer of the Chicago 
Regional Office of the Securities and Exchange 
Commission, announced that the Honorable Miles W. 
Lord, United States District Judge for the District of 
Minnesota ordered final judgments of permanent in- 
junction enjoining Shaughnessy & Co., Inc., a 
Minnesota broker-dealer, and Lawrence Shaughnessy, 
Sr. (Shaughnessy), of St. Paul, Minnesota, from further 
violations of the net capital and reporting provisions of 
the Federal securities laws. 


Judge Lord found that Shaughnessy & Co., Inc, had 
been in violation of the net capital rules during the 
period from November 30, 1976 to June 1, 1977. He also 
found that Shaughnessy & Co., Inc. had failed to give 
the required telegraphic notice of its net capital 
deficiency and that it also failed since January 30, 1977 
to file its annual report of financial condition. Judge 
Lord also found that Shaughnessy, who was the presi- 
dent and treasurer of Shaughnessy & Co., Inc., had 
aided and abetted these violations. 





Litigation Release No. 8004/June 30, 1977 


United States v. John S. Gleason, Jr. 
(N.D. Ill. No. 77 CR 542) 


William J. Mulligan, Special Assistant United States 
Attorney and Acting United States Attorney for the 
Northern District of Illinois, and William D. 
Goldsberry, Administrator of the Chicago Regional 
Office of the Securities and Exchange Commission, 
announced that on June 14, 1977 a Federal Grand Jury 
in Chicago, Illinois returned a 3 count indictment 
charging John S. Gleason, Jr. (Gleason), former 
Chairman of the Boards Directors of Chicago Helicopter 
Industries, Inc. (CHI) and Mercantile National Bank of 
Chicago (Mercantile), with 2 counts of misapplying 
bank funds and 1 count of filing false and misleading 
proxy statements. CHI, through one of its wholly 
owned subsidiaries, owns approximately 80.1% of the 
outstanding shares of Mercantile’s common stock. 


The indictment alleges that during the period 
November 8, 1974 to February 15, 1975 Gleason 
misapplied approximately $528,745 of the funds of 
Mercantile by causing loans totaling that amount to be 
made to Earthwatchers, Inc., a Wisconsin corporation 
in which Gleason had a 60% ownership interest 
although Gleason falsely represented to Mercantile’s 
Loan Committee that he had only a 2% interest in 
Earthwatchers, Inc. The indictment also alleges that on 
or about January 29, 1975 Gleason misapplied approxi- 
mately $60,000 of the funds of Mercantile by causing a 
loan in that amount to be made to an I. Irving Davidson 
when, in fact, the funds were used by Gleason for his 
own personal use. The indictment further alleges that 
Gleason filed or caused to be filed with the Commission 
CHI’s proxy statement dated June 12, 1975 which was 
false and misleading in that it failed to disclose the 
foregoing misapplication of Mercantile funds by 
Gleason. 





Litigation Release No. 8005, June 30, 1977 


SEC v. FRANCIS EUGENE MOONEY, JR., Individu- 
ally and doing business as BACH PLANNING 
COM PANY 

[Eastern District of Tennessee, Northern Division, Civil 
Action No. 3-77-191] 


Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission, 
announced that on June 9, 1977 an Order was entered 
by Federal District Judge Frank A. Kaufman of the 
District of Maryland sitting at Knoxville, Tennessee, 
preliminarily enjoining Francis Eugene Mooney, Jr., a 
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registered broker-dealer of Knoxville doing business as 
Bach Planning Company, from violating the anti-fraud 
provisions of the Federal securities laws in the offer, 
sale and purchase of securities, the net capital rule, the 
bookkeeping, customer protection and reporting rules, 
and also from dissipating the assets or destroying the 
records relating to Bach Planning Company. 


The Court continued in effect the appointment of 
Edward L. Summers, an attorney of Knoxville, as 
temporary receiver until further order of the Court. 


The civil injunctive suit was filed on May 25 in the 
Federal District Court at Knoxville and alleged mis- 
representations and omissions to state material facts, 
the misuse of customers’ funds, violations of the net 
capital, bookkeeping and customer protection rules. 


(For further information, see Litigation Release No. 
7953.) 





Litigation Release No. 8006/June 30, 1977 


SEC v. WILLIAM THOMAS SPELLER et al. 
(W.D. Tx) (CA No. MO-77-CA-50) 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Com- 
mission, today announced that on June 27, 1977, a civil 
injunctive complaint was filed in federal district court at 
Midland, Texas, charging William Thomas Speller, 
Oklahoma City, Oklahoma, and Speller Oil Corporation, 
Tyler, Texas, with violations of the registration and 
antifraud provisions of the federal securities laws in 
connection with the offer and sale of fractional 
undivided working interests in oil and gas leases 
located in Oklahoma. 


The complaint alleges, among other things, that Speller 
failed to maintain an accurate set of books and records, 
and that Speller and Speller Oil Corporation did not pay 
for a portion of the interests in the leases which they 
had agreed to purchase. 





Litigation Release No. 8007/June 30, 1977 


United States of America v. E.M. “Mike” Riebold 
(W.D. Missouri) (Civil Action No. C-2095) 
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Burt C. Hurn, United States Attorney for the Western 
District of Missouri and William D. Goldsberry, Ad- 
ministrator of the Chicago Regional Office announced 
that on June 9, 1977 a Federal Grand Jury in Kansas 
City, Missouri returned a 14 count indictment charging 
E.M. ‘‘Mike’’ Riebold with six counts of securities 
fraud, three counts of wire fraud and five counts of 
sales of unregistered securities. 


The indictment alleges that Riebold defrauded pur- 
chasers of securities of Time-Western Corporation 
common stock and fractional undivided interests in oil 
and other mineral rights by means of false and mis- 
leading representations concerning the assets of 
Time-Western, the nature of interests in oil and gas 
wells of Time-Western being sold to_ investors, 
the return an investor would receive on his investment 
and the use of the proceeds obtained from the sale of 
the aforementioned Time-Western securities. The 
indictment also alleges that Riebold concealed and 
omitted to disclose to purchasers of Time-Western 
securities the following material facts: that Riebold 
had been convicted on several counts of securities fraud 
on December 19, 1975; that the value of assets of 
Time-Western were inflated; and that a well of 
Time-Western had been tested by an expert and was 
found not to be commercially feasible. In addition, the 
indictment alleges that Riebold converted substantial 
sums of money paid by purchasers of Time-Western 
securities to his own personal use and benefit. 


On February 2, 1977, Time-Western and Riebold were 
enjoined from further violations of the registration and 
antifraud provisions of the Securities Act and Securities 
Exchange Act in connection with the offer and sale of 
Time-Western securities. For further information see 
Litigation Release Nos. 6674, 7732, 7776. 





Litigation Release No. 8008/July 5, 1977 


Securities and Exchange Commission v. Milton 
Zabarsky, et al. 

(Civil Action No. 76 Civ. 2457 United States District 
Court for the Southern District of New York) 


The Securities and Exchange Commission today 
announced that on June 15, 1977, the Honorable 
Richard Owen, United States District Judge, entered 
orders pursuant to settlements reached with 
defendants Leonard |. Green and Edward W. Gibbons 
in the above matter. 


Green, without admitting or denying the allegations in 
the Commission’s complaint, consented to the entry of 





a final order prohibiting Green from purchasing, 
selling, recommending the purchase or sale, or 
inducing the purchase or sale of any security on the 
basis of material non-public information in violation of 
Section 10(b) of the Securities Exchange Act of 1934, 
and Rule 10b-5 thereunder; and pursuant to which 
Green will distribute $3,613 in accordance with a plan 
acceptable to the Commission, said monies 
representing the difference between the price paid by 
Green for St. Johnsbury Trucking Co. (‘‘STJ’’) in or 
about March, 1974 and the proceeds received by him 
upon sale in October, 1974. 


The parties agreed to terminate the action against 
Gibbons in accordance with a stipulation whereby 
Gibbons agreed to comply with the provisions of the 
federal securities laws relating to the use of inside 
information in the purchase and sale of securities. 


In June 1976, the Commission filed a complaint seeking 
to enjoin these defendants and others from further 
violations of Section 10(b) of the Securities Exchange 
Act of 1934 and Rule 10b-5 thereunder, as well as the 
disgorgement of trading profits. The complaint alleged, 
among other things, that Green purchased the 
securities of STJ during 1974, while in possession of 
material non-public information concerning, among 
other things, a proposed asset acquisition of STJ at a 
price substantially in excess of the then market price of 
STJ stock. The complaint further alleged that Gibbons, 
disclosed material non-public information concerning 
the STJ asset acquisition to an individual who sub- 
sequently purchased STJ stock. 


Four other defendants in this action previously 
consented to the entry of final judgments of permanent 
injunction against them. (For further information see 
Litigation Release No. 7432, June 7, 1976). 





Litigation Release No. 8009/July 5, 1977 


SEC v. Charles A. Carter, et al. 
[S.D. Miss. J77-0166 (R)] 


Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission, 
announced that on June 22, 1977, the Honorable Dan 
M. Russell, Jr., United States District Court Judge for 
the Southern District of Mississippi, at Jackson, issued 
an order permanently enjoining Plaza Investment 
Company and Edwin L. Figg, of Jackson, Mississippi, 
from violations of the anti-fraud provisions of the 
Securities Act of 1933 and anti-fraud provisions of the 
Securities Exchange Act of 1934. Defendants Plaza 
Investment Company and Figg consented to the entry 
of the order without admitting or denying the 


allegations of the Commission’s complaint. 


For further information see Litigation Release No. 
7929. 





Litigation Release No. 8010/July 5, 1977 


SEC v. ROBERT E. LANGLEY; DISONE CORP; 
LANGLEY INVESTMENT CO; MINIDAT CORP. 
(E.D. Mich., S. Div., Civil Action No. 77-1616) 


William D. Goldsberry, Administrator of the Chicago 
Regional Office of the Securities and Exchange 
Commission, announced that on June 29, 1977, a 
complaint was filed in the Federal Court at Detroit, 
Michigan, seeking an injunction against Disone and 
Minidat corporations, both Michigan corporations with 
offices in Southfield, Michigan; Langley Investment 
Co., a Michigan limited partnership with offices in 
Southfield; and Robert E. Langley, of West 
Hyannisport, Massachusetts, former officer of Disone; 
current general partner of Langley Investment; and 
current president of Minidat. 


According to the complaint, from about June 1, 1974 
the defendants sold to about 300 individuals about 
$440,000 worth of common stock of Disone; limited 
partnership interests in Langley Investment; and 
promissory notes of Robert Langley, all in violation of 
the registration provisions of the Securities Act of 
1933. 


The complaint also alleged that the defendants, in the 
sale of the above securities, violated the antifraud pro- 
visions of the Securities Act and Securities Exchange 
Act by, among other things, misrepresenting material 
facts and omitting to state material facts, concerning, 
among other things, the financial condition of the 
defendants; the prospects for successful development 
of an invention; the differences in prices charged 
investors for purchase of the securities and the manner 
in which such prices were determined; future profits 
that could be expected by investors; and that proceeds 
from the sales were used in part to pay Langley a total 
of $150,000 in salary for the years 1974, 1975 and 1976; 
for a $45,000 down payment on a personal residence for 
Langley; and for repayment of personal loans by 
Langley of about $52,000. 


In addition to requesting permanent injunctions against 
all defendants, the complaint also asked as ancillary 
relief that the defendants provide an accounting to 
investors of all funds received; uses to which investor 
funds were put; and amounts remaining. 
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Litigation Release No. 8011/July 5, 1977 


SEC v. HJH, INC., CAPETRO, INC., et al 
(D/D Tex.) CA3-76-161-F CR3-77-35 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Com- 
mission, today announced that Federal Judge Patrick 
E. Higginbotham, Dallas, Texas, on June 24, 1977, 
sentenced five defendants in a seven-defendant 
criminal case to sentences ranging from ten years im- 
prisonment to a $10,000 fine. The five defendants had 
all previously plead guilty. The sentences included: 

Defendant Sentence 
Larry N. Cook 
Dallas, Texas 


Ten years imprisonment 


John G. Wilson 
Dallas, Texas 


Eight years imprisonment 


Jack L. Deaton 
Fort Worth, Texas 


Five years imprisonment 
$5,000 fine 


Ross D. Greenstreet 
Dallas, Texas 


Six months imprisonment 
Three years probation 


James R. Daffron 
Dallas, Texas 


$10,000 fine 


Defendant Heinz Jurgen Hesse, Dallas, formerly of 
West Germany, failed to show for sentencing and 


Judge Higginbotham issued a bench warrant for his 
arrest. 


Previously, Judge Higginbotham had accepted the 
following guilty pleas: Cook to one count conspiracy 
and one count mail fraud; Wilson to one count securi- 
ties fraud and one count of misprison of felony; Deaton 
to one count securities fraud; Greenstreet to one count 
of misprison of felony; and Daffron to a one count mis- 
demeanor charging securities fraud. 


Defendant John P. Poulos, Dallas, is to be sentenced 
July 1, 1977. 


For further information, see Litigation Release Nos. 
7702, 7750, 7786, and 7974. 





Litigation Release No. 8012/July 5, 1977 


SEC v. CHARLES A. CARTER, ET AL. 
(S.D. Miss. J77-0166(R)) 
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Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission, 
announced that on June 24, 1977, the Honorable Dan 
M. Russell, Jr., United States District Court Judge for 
the Southern District of Mississippi, at Jackson, 
issued an order permanently enjoining Charles A. 
Carter, of Jackson, Mississippi, from violations of the 
anti-fraud provisions of the Securities Act of 1933 and 
anti-fraud provisions of the Securities Exchange Act of 
1934. Carter consented to the entry of the order without 
admitting or denying the allegations of the 
Commission’s complaint. 


For further information see Litigation Release No. 
7929. 





Litigation Release No. 8013/July 5, 1977 


SEC v. WESTERN GEOTHERMAL AND POWER COR- 
PORATION, ET AL. 
(D. Ariz.) CV 77-504 PHX-CAM 


Gerald E. Boltz, Administrator of the Los Angeles 
Regional Office of the Securities and Exchange Com- 
mission (“Commission”) announced that on June 27, 
1977, the Commission filed a complaint in the U.S. 
District Court in Phoenix seeking an unjunctive order 
and certain ancillary relief against Western Geothermal 
and Power Corporation (“WGP”) of Phoenix, Arizona, 
Colony Stock Transfer Corporation (‘‘Colony”) of 
Phoenix, Arizona, Robert D. Cornell of Scottsdale, 
Arizona, David V. Tolle of Phoenix Arizona, Frank D. 
Bryan of Phoenix, Arizona, Gilbert N. Freeman of 
Scottsdale, Arizona, Harry Ray Wells of Phoenix, 
Arizona and William L. Campbell, Jr. of Spokane, 
Washington (“Defendants”). The complaint charges 
the Defendants with violations of Section 5 
(registration) and 17(a) (anti-fraud) of the Securities 
Act of 1933 and Sections 9(a) (anti-manipulation) and 
10(b) (anti-fraud) of the Securities Exchange Act of 
1934 and Rule 10b-5 thereunder. 


The complaint alleges that WGP, COLONY, Cornell, 
Tolle, Bryan, Freeman and Wells have been engaging 
in a fraudulent course of business. The alleged 
fraudulent course of business involves issuing 
certificates for shares of WGP common stock which 
may be null and void in that the signature of the stock 
registrar was illegally affixed upon the certificates and 
the shares of WGP stock were issued without prior 
authorization from the Board of Directors and without 
the company receiving adequate consideration. The 
complaint charges that Cornell and Tolle mis- 
appropriated and commingled with their personal 
funds monies derived from the sale of WGP stock. 
Furthermore, the Defendants allegedly set up Colony 





as a puppet transfer agent. 


The complaint further alleges that WGP, Colony, 
Cornell, Tolle, Bryan, Freeman and Wells made false 
and misleading statements and omitted to state 
material facts regarding, among other things, the value 
of certain properties acquired by WGP, the status of 
joint ventures entered into by WGP, the nature of the 
relationship between WGP and Colony, the legality of 
newly issued shares of WGP and the consideration 
received therefor, and the use of proceeds derived from 
the issuance and sale of WGP common stock. 


The complaint also alleges that WGP, Cornell, Tolle, 
Bryan, Freeman, Wells and Campbell violated the 
registration provisions of the federal securities laws by 
offering, selling and distributing the common stock of 
WGP when no registration statement was in effect for 
said stock. 


The complaint further alleges that WGP, Cornell, Tolle, 
Bryan, Freeman and Campbell attempted to 


manipulate the price of WGP common stock by creat- 
ing a false and misleading appearance of active trading 
in the stock on the Intermountain Stock Exchange. 


The SEC is seeking an injunctive order against the 
Defendants as well as appointment of a Master to 
determine the persons who properly own shares of 
WGP common stock. 


In addition, the SEC is seeking appointment of a 
committee of WGP’s Board with the members of that 
committee to have sole authority to issue WGP securi- 
ties and to account for the proceeds derived from such 
issuance. The order would provide that the members of 
this committee could not be objectionable to the SEC. 





Litigation Release No. 8014/July 5, 1977 


SEC v. GREAT PLAINS MINERAL BYPRODUCTS, 
INC., ET AL. 


(USDC, Colorado, Civil Action No. 77-M-529) 


Robert H. Davenport, Administrator of the Denver 
Regional Office of the Securities and Exchange Com- 
mission, announced that on June 2, 1977 the 
Commission filed a Complaint in the United States 
District Court for the District of Colorado naming Great 
Plains Mineral Byproducts, Inc., a Colorado 
corporation, Steven R. Tomasko, Boulder, Colorado, 
David D. Duell, Greeley, Colorado, Wayne H. Duell, 
Kersey, Colorado, and Gerald L. Barker, Evans, 
Colorado. The Complaint alleges that the above named 
defendants violated the registration and antifraud pro- 
visions of the Federal Securities Laws in the offer for 


sale and sale of investment contracts, evidence of 
indebtedness, stock and profit sharing agreements in 
Great Plains. The Complaint seeks a preliminary and 
permanent injunction, an accounting and restitution. 


The Complaint alleges, among other things, that the 
defendants, in connection with the offer and sale of the 
securities made untrue statements to the effect that (1) 
fly ash, the residue of burning coal, contained signifi- 
cant quantities of precious metals, including gold, 
platinum and silver, (2) Great Plains purchased barrels 
of concentrates for $1,000 which when processed 
would be worth $8,000,000 in gold and platinum, (3) an 
investor who purchased a 1% interest in Great Plains 
would realize a return on his investment of $900 to 
$1,000 a day, and (4) John B. O’Malley had a process 
for the extraction and refinement of the precious metal 
in fly ash. The Complaint further alleges that the de- 
fendants, among other things, omitted to inform 
investors that (1) John B. O’Malley had been convicted 
on three separate indictments all involving fraud and 
misrepresentations concerning his ability to extract 
precious metals from various materials, (2) in- 
dependent assays procured by insiders, officers, and 
directors showed no significant amounts of precious 
metals, and (3) Great Plains has never extracted, 
refined, or sold any precious metals obtained out of fly 
ash or any other materials. 





Litigation Release No. 8015/July 5, 1977 


SEC v. GERALD L. ROGERS, ET AL. 
(C.D. CA CV-77-0658-DWW) 


Gerald E. Boltz, Administrator of the Los Angeles 
Regional Office of the Securities and Exchange 
Commission, announced that on February 24, 1977 the 
Commission filed a Complaint in the United States 
District Court for the Central District of California 
seeking to enjoin Gerald L. Rogers, dba Pooled Income 
Fund, dba Tax Shelters of Today, dba Nalmco of 
California, of Westlake Village, California, Jerre, Inc. 
of Marina del Rey, California, Seventh Elect Church in 
Israel, dba Enthusiasm For Youth Foundation, dba 
Nalmco, of Seattle, Washington, and Bruce C. 
Doggett, aka Christopher Cain of Malibu, California, 
from further violations of the registration and 
anti-fraud provisions of the federal securities laws. The 
Commission’s Complaint also seeks ancillary relief in 
the form of an accounting of all funds raised from 
public investors. 


The Complaint alleged that defendants raised through 
fraud approximately $2,000,000 from the sale to 
approximately 130 investors in twenty-three states of 
securities in the form of interests in motion picture 
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films coupled with a distributorship agreement, a 
consulting agreement, or agent/director agreement 
and limited partnership interests in motion pictures. 
According to the Complaint the defendants violated the 
anti-fraud provisions of the federal securities laws by 
making numerous misrepresentations and omissions 
of material facts, including, among others: that funds 
raised from investors would be used to insure the 
production of films, to distribute the films, and to aid 
medical research and scholarship activities, when in 
fact no distribution of any films has been made and 
over $1,500,000 of investors’ funds have been 
transferred by the defendants outside of the United 
States and converted to the use of the defendants, and 
several hundred thousand dollars of the money raised 
from investors has been used by the defendants for 
unsuccessful speculation in stock and commodity 
options; that certain motion picture films in which 
interests were sold to the public were complete and 
ready for distribution when in fact the films needed 
significant additional work; that substantial tax 
benefits would accrue to investors when no opinion of 
tax counsel had been obtained in support thereof; and 
the defendants were experts in motion picture produc- 
tion, direction, and distribution, when in fact they had 
no such experience. 


On March 28, 1977 the Honorable David W. Williams, 
United States District Judge, entered an order 
preliminarily enjoining defendants Rogers, Jerre, Inc., 
and Seventh Elect Church in Israel from further 
violations of the registration and anti-fraud provisions 
of the federal securities laws. 





Litigation Release No. 8016/July 5, 1977 


SEC v, ROBERT CAMBELL et al. 
(U.S.D.C. District of Columbia 76-2077) 


The Commission announced that on June 28, 1977, the 
Honorable William B. Jones ordered a Final Judgment 
of Permanent Injunction against Robert Campbell. 


The Injunction prohibits Mr. Campbell from violating 
the anti-fraud and reporting provisions, Sections 10(b) 
and 13(a) of the Securities Exchange Act of 1934 and 
Rules 10-5, 12b-20, 13a-1 and 13a-11 thereunder. 


The defendant consented to the entry of the injunction 
without admitting or denying the allegations of the 
complaint which was filed on November 9, 1976 (see 
Litigation Rel. No. 7641). 





Litigation Release No. 8017/July 6, 1977 
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S.E.C. v. James Edward Hollensworth 
(S.D. Tex.) CA No. 77-H-1048 


Richard M. Hewitt, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange Com- 
mission, and Daniel R. Kirshbaum, Assistant Regional 
Administrator of the Houston Branch Office, today 
announced that on June 30, 1977, a civil injunctive 
complaint was filed in the Federal District Court at 
Houston, Texas, seeking to enjoin James Edward 
Holensworth, individually and d/b/a Hollensworth Oil 
Company of Cisco, Texas, and Gary Corn of Houston, 
Texas, from further violations of the registration and 
anti-fraud provisions of the federal securities laws. 


The complaint alleges that Hollensworth and Corn vio- 
lated the securities registration and anti-fraud 
provisions of the federal securities laws in connection 
with the offer and sale of unregistered securities in the 
form of fractional undivided working interests in oil 
and gas leases located in Eastland, Palo Pinto, and 
Stephens Counties, Texas, issued by Hollensworth Oil 
Company. 


The complaint further alleges that Hollensworth and 
Corn raised over $1 million from the sale of such 
interests to investors located throughout the United 
States since January, 1975. It is aleged that in the offer 
and sale of such interests Hollensworth adn Corn made 
numerous misrepresentations and ommissions of 
material facts concerning, among other things, the 
background and experience of Hollensworth Oil 
Company and its management, the risk involved in 
drilling for oil and gas, the use of funds raised from 
investors and the status of wells previously drilled by 
Hollensworth Oil Company. 





Litigation Release No. 8018/July 7, 1977 


SEC v. INVESCO INTERNATIONAL CORPORATION, et 
al 
(U.S. D.C. N.D. Georgia C77-1004A) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission 
announced the filing of a complaint in the United 
States District Court for the Northern District of 
Georgia, at Atlanta on June 16, 1977 seeking 
preliminary and permanent injunctions and certain 
ancillary relief against Invesco International Corpora- 
tion, a Nevada corporation with its principal place of 
business in Atlanta, Georgia; Security Management 
Company, Inc., a Georgia corporation with its principal 
place of business in Atlanta, Georgia; Bruce R. Davis 
of Atlanta, Georgia; Daniel Burke of Atlanta, Georgia; 
and Louis Brenner of Atlanta, Georgia. 





The Commission’s complaint seeks to enjoin 
defendants Invesco, Securitiy Management, Davis, 
Burke and Brenner from engaging in deceptive acts, 
practices and courses of business in violation of the 
anti-fraud provisions of the Exchange Act; to enjoin 
defendants Security Management, Davis, Burke and 
Brenner from engaging in deceptive acts, practices and 
courses of business in violation of the anti-fraud 
provisions of the Securities Act; and to enjoin Invesco 
and Davis from further violations of the periodic 
reporting provisions of the Exchange Act. Finally, the 
Complaint seeks an order requiring an expanded board 
of directors. 


The Complaint alleges that defendants violated the 
anti-fraud provisions in connection with their sales of 
stock to Invesco and in their purchases of stock from 
Invesco and engaged in a course of conduct designed 
to conceal from the Commission and the investing 
public their extensive business dealings with the 
company. Such concealment was in part effectuated 
through causing Invesco to file and aiding and abetting 
Invesco in filing with the Commission and 
disseminating to the investing public false annual 
reports and through a failure to timely file such reports. 


The Defendants consented to the requested relief 
simultaneously with the filing of the complaint without 
admitting or denying the allegations of the complaint. 





Litigation Release No. 8019/July 7, 1977 


SEC v. Energy Group of America, Inc., Edwin G. Axel 
(77 Civ. 3187 (CES) ) 


William D. Moran, Administrator of the New York 
Regional Office of the Securities and Exchange 
Commission, announced that on June 30, 1977, a 
complaint was filed in the United States District Court 
for the Southern District of New York seeking 
injunctive relief against Energy Group of America, Inc. 
(“EGA”), a Delaware corporation with offices in New 
York City, and Edwin G. Axel (‘‘Axel”), EGA’s president 
and sole shareholder. 


The complaint alleges that EGA and Axel have violated 
the registration and anti-fraud provisions of the federal 
securities laws in connection with the offer, purchase 
and sale of securities in the form of investment 
contracts. 


The complaint alleges that the defendants are engaged 
in the business of inducing members of the public to 
enter the Simultaneous Oil and Gas Lease Lottery con- 


ducted by the Department of the Interior Bureau of 
Land Management. EGA provides a variety of services 
to interested persons to facilitate their entry into the 
lottery and the alienation of leases for successful 
entrants. Numbered amongst these services are the 
recommendation of hwich parcels to bid on, the filing 
of entry cards in the appropriate office of the Bureau of 
Land Management, advising EGA lease winners of any 
interest from oil companies, or others to purchase the 
leases, and a guaranteed minimum price at which EGA 
will purchase a lease won by any customer. 


The complaint also alleges that the sale literature 
prepared and distributed by the defendants contains 
false and misleading information regarding the value of 
the leases being recommended by EGA, the number of 
anticipated entries in the drawings for recommended 
parcels, the expected value of royalties on producing 
land, the number of leases won by customers of EGA 
and statements of similar purport and object. 


Further, the complaint charges that in connection with 
the purchase by the defendants of leases from EGA 
customers, who had been successful in the lottery, the 
defendants failed to advise certain customers that EGA 
was able to resell the leases contemporaneously or 
nearly contemporaneously at prices which were 
between two and twenty times greater than the price 
EGA paid its customer. 


The relief requested includes preliminary and 
permanent injunctions, and disgorgement of profits 
accruing to the defendants as a result of the purchase 


and resale of 
customers. 


leases acquired by EGA from its 





Litigation Release No. 8020/July 7, 1977 


Securities and Exchange Commission v. Diversified 
Industries, Inc., et al. 

Civil Action No. 76-2114 (United States District Court 
for the District of Columbia) 


The Securities and Exchange Commission announced 
that the Honorable Joseph C. Waddy, District Judge 
for the United States District Court for the District of 
Columbia, today signed a FINAL JUDGMENT OF 
PERMANENT INJUNCTION AND ANCILLARY RELIEF 
against Penn-Dixie industries, Inc. (“Penn-Dixie”). 
Penn-Dixie, a company engaged in the manufacture of 
construction materials, consented to the entry of the 
judgment without admitting or denying the allegations 
contained in the Commission’s complaint. 
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The judgment against Penn-Dixie permanently enjoins 
it from future violations of the anti-fraud [Section 
10(b)], reporting [Section 13(a)], Williams Act 
[Section 13(d)] and proxy [Section 14(a)] provisions of 
the Securities Exchange Act of 1934 and certain rules 
thereunder. In addition, the judgment provides for 
certain ancillary relief. 


Pursuant to the terms of the judgment and attached 
undertaking, Penn-Dixie is required to appoint to its 
board three new directors, satisfactory to the 
Commission, who are neither present nor former 
employees of Penn-Dixie; these directors will serve on 
a New Audit Committee of the board created pursuant 
to the terms of this settlement. Penn-Dixie is further 
required to maintain a Special Counsel previously 
appointed by the company. 


Pursuant to the terms of the judgment, the New Audit 
Committee together with the Special Counsel will, 
among other things, invstigate and report on the 
allegations contained in the Commission’s complaint. 
Additionally, the judgement provides for review by the 
New Audit Committee of all future transactions 
between the company and certain persons including 
two other defendants in this action and provides that 
the company will enter into only such transactions as 
are approved by the New Audit Committee. 


The Complaint in this action was filed on November 15, 
1976 and charges Jerome Castle (‘‘Castle’’), 
Penn-Dixie’s former Chairman, Arnold Y. Aronoff 
(“Aronoff’), a Detroit businessman, the JDL Trust, a 
Cayman Islands trust allegedly created and controlled 
by Aronoff, as well as Penn-Dixie with (Variously) 
violations of the anti-fraud, reporting and proxy 
provisions of the federal securities laws. The complaint 
alleges these violations in connection with a schemem 
whereby the defendants by fraud and deceit caused 
Penn-Dixie in October of 1973 to purchase a parcel of 
Florida land for approximately $5.9 million which 
parcel was less than fifty percent of a larger parcel of 
land which the JDL trust had purchased the previous 
day for approximately $5.8 million. 


The complaint asks the court to impress a trust on the 
entire tract of land with a view toward causing appro- 
priate restitution to Penn-Dixie and depriving the 
non-corporate defendants of unlawfully or improperly 
obtained benefits, money or property. 


In another count, the complaint charges Penn-Dixie, 
Castle and Ben Fixman with violations of Section 13(d) 
of the Exchange Act and Rule 13d-1 thereunder in 
connection with their alleged efforts during 1974 and 
1975 to take over control of Diversified Industries, Inc. 
(“Diversified”), a metal processing and manufacturing 
company. 
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Finally, in other counts, the complaint charges 
Diversified, Ben Fixman, Morris Lefton, Jack Kootman 
and E. Allen Payne, all present or former officers 
and/or directors of Diversified or its subsidiaries, with 
violations of the securities laws in connection with 
certain business practices at Diversified. 


Judgments of permanent injunction by consent have 
previously been entered in this matter by Diversified, 
Ben Fixman, Morris Lefton, Jack Kootman and E. Allen 
Payne. 


For further details see Litigation Releases Nos. 7650 
and 7722. 
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CORPORATE REORGANIZATION 
Release No. 321/July 1, 1977 


United States District Court for the District of Colorado 
In the Matter of 

KING RESOURCES COMPANY 

INTERNATIONAL RESOURCES LIMITED 


Debtors. 


IN PROCEEDINGS FOR THE REORGANIZATION OF A 
CORPORATION UNDER CHAPTER X OF THE 
BANKRUPTCY AGT 


Nos. 71-B-2921 and 72-B-644 


SECOND ADVISORY REPORT OF THE SECURITIES 
AND EXCHANGE COMMISSION 


This second advisory report, submitted pursuant to 
Section 173 of Chapter X with respect to the amended 
plan of reorganization for King Resources Company 
(“KRC”) and International Resources Limited (“IRL”) 
supersedes the advisory report filed on August 15, 
1975. Major changes in the valuation evidence, 
including an increase in the appraisal of KRC’s 
producing oil and gas property from about $27 million 
at December 31, 1973, to $103 million at January 1, 
1976, require major changes in analysis. 


The present record, including the new valuation 
evidence, is not sufficient, in the Commission’s view, 
to determine whether or not the estate is solvent. If 
insolvent, the Commission believes that the plan, if 





amended as indicated later on, would be fair and 
equitable. If the estate is found to be solvent the plan 
would be unfair to stockholders who are excluded from 
participation. There appears to be no question as to 
feasibility. 


On August 14, 1971, an involuntary petition for 
reorganization under Chapter X was filed against KRC 
in the federal court for the Northern District of Texas. 
The petition was approved August 23, 1971, but aftera 
hearing, held on October 15, 1971, concerning proper 
venue, the case was transferted to the District of 
Colorado. Charles A. Baer was appointed as successor 
trustee to the trustees appointed in Texas and has 
served since his date of appointment. 


On March 3, 1972, IRL filed a voluntary Chapter X 
petition in the same court. The KRC trustee was 
appointed trustee of IRL, and both proceedings were 
consolidated. IRL is a KRC subsidiary, incorporated in 
the United Kingdom. 


Hearings on the trustee’s plan, commenced December 
3, 1973, were adjourned from time to time and were 
concluded on February 13, 1975. A plan of liquidation, 
filed by certain bank creditors, was found not to be 
worthy of consideration. The court referred the 
trustee’s plan to this Commission for examination and 
report pursuant to Section 172 of Chapter X (11 U.S.C. 
§572). The trustee amended the plan in response to 
recommendations in the Commission’s report to 
provide a conversion right to increase the value of the 
proposed Class A stock in order to give due recognition 
to the rights of senior creditors. 


A further plan hearing was held on January 8, 1976. The 
court approved the plan by an order entered February 3, 
1976. A group of senior creditors appealed from this 
order, and the submission of the plan for acceptance 
was deferred pending disposition of the appeal. 


During the pendency of the appeal, the trustee filed a 
special report to reflect a substantial increase in the 
value of certain assets, together with new projections 
of income and expense. Counsel for the debtor filed a 
motion to set a new valuation hearing for the purpose 
of determining the solvency of KRC and reconsidera- 
tion of the plan. At the hearing on this motion, held on 
May 6, 1977, the reorganization court directed the 
trustee to submit his amended plan to creditors on July 
1, 1977. The court rejected requests to hold further 
hearings to consider the new evidence prior to the 
submission of the plan and for a vote,’ and instructed 
any interested parties to use discovery procedures in 





1The court set a hearing date on July 5, 1977, to afford 
any interested party an opportunity to present credible ev- 
idence that the debtor was solvent. 


considering the new evidence. The order embodying 
these rules was entered on May 17, 1977. The court, in 
this order, allowed the Commission forty-five days to 
revise or supplement its original report. Confirmation 
hearings were set for the week of September 26, 1977. 
On May 13, 1977, the appellant creditors moved in the 
Court of Appeals to dismiss their appeal from the 
court’s 1976 order approving the plan. This motion was 
granted. 


|. THE DEBTOR AND AFFILIATED ENTITIES 


KRC is a successor to King-Stevenson Gas & Oil 
Company, Inc. (“KSGO”). KSGO was originally owned 
by John M. King and by Ben T. Stevenson, who left the 
company at an early stage of its history. KSGO 
changed its name to KRC, and about two years later 
was reincorporated in the State of Maine. No direct 
public offering of KRC common stock was made. 
Commencing on February 5, 1963, several series of 
convertible debentures were sold publicly ard subse- 
quently converted into common shares. A secondary 
offering of about a third of the shares then owned by 
the principal stockholders was made to the public on 
June 20, 1967. Stock was also issued for property 
acquisitions and under executive stock options. A 
series of stock dividends, 2 for 1 in 1967, 3 for 1 in 1968 
and 3 for 1 in 1969, multiplied the outstanding shares 
by 18. At the commencement of the proceeding, KRC 
had issued 18,619,313 shares, held by some 30,000 
holders. King’s holdings were reduced by that time to 
14.72% of the outstanding shares. 


KRC and its predecessors have been engaged in oil and 
gas drilling and production. KRC also engaged in 
acquiring and selling oil and gas properties, and sub- 
sequently enlarged its business by dealing in a wide 
range of natural resource properties. It dealt both in 
producing properties and in prospects which appeared 
suitable for exploration and development. KRC offered 
contractual services related to such activities. The 
portion of its revenue derived from sales of resources 
and related services grew from 35% in 1964 to 95% in 
1968. 


In 1966, Colorado Corporation, a private company 
owned principally by King and his family commenced 
sponsoring limited partnerships, which purchased 
property from KRC.2 Between 1966 and 1969, these 





2The general partners in each partnership were Imperial- 
American Resources Fund, Inc. (“IARF’’) for producing 
properties and Royal Resources Exploration, Inc. (‘‘Roy- 
al’’), for exploratory, prospects. Each general partner was a 
wholly owned subsidiary of a management company of 
similar name, and they in turn were wholly owned subsid- 
iaries of Colorado. 
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limited partnerhships raised about $130 million from 
public sale of limited partnership interests to about 
13,000 investors. Most of these enterprises are the 
subject of another Chapter X proceeding in this Court 3 
Colorado Corporation was adjudicated bankrupt on 
September 6, 1974. 


In 1963, KRC commenced to sell large volumes of 
natural resource properties to the Natural Resource 
Fund Account of F.O.F. Proprietary Fund, an arm of 
Fund of Funds (“FOF”), which in turn was an offshore 
investment company managed by !.0.S., Ltd. By 1969, 
FOF became the largest purchaser of such interests 
from the debtor and accounted for over one-third of 
KRC sales. 


We will not attempt to describe the specific relation- 
ships among the 1.0.S. group. At present, Global 
Natural Resources Properties, Ltd., organized under 
the laws of the United Kingdom, Natural Resources 
Corporation, a Maryland corporation, and Global Artic 
Islands, Ltd., a Canadian corporation (collectively 
referred to as “Global”), appear here as successors to 
the 1.0.S. interests in these properties. 


KRC raised funds for its operation through the sale of 
debt securities to the public both in the United States 
and Europe. After the earlier convertible debenture 
series were converted or redeemed, King Resources 
Capital Corp. N.V. (“KRCC’’), a wholly owned 
subsidiary of KRC, sold in November 1968 in Europe 
$15 million of its 5-%4% subordinated convertible 
debentures due in 1988 (“foreign debentures”). These 
foreign debentures were guaranteed by KRC for 
payment of principal, interest and sinking fund install- 
ments. In December 1968, KRC sold in the United 
States $25 million 5-%% convertible subordinated 
debentures (“domestic debentures”), of which about 
$700,000 were converted into common stock. The 
domestic debentures are held by about 2,500 investors. 





3A plan for reorganization of [ARF was confirmed in this 
court, Case No. 72-B-566, on March 25, 1977. See Advisory 
Report on plan in Corporate Reorganization Release No. 
320. 


*KRCC issued all its common stock to KRC for $3 mil- 
lion. The $18 million, less underwriting costs, raised from 
the stock and debentures was all lent to KRC and its subsid- 
iaries. At December 31, 1971, KRCC’s assets consisted of a 
$10 bank account and accounts receivable, including ac- 
crued interest, of $8,325,908 from KRC and $10,702,628 
from IRL. KRCC was adjudicated bankrupt November 9, 
1971, in the Bankruptcy Court, distrcit of Colorado (Case 
No. 71-B-3125). 
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Among the major ventures of KRC, in which FOF had a 
50% undivided interest,> were permits to explore for 
oil and gas in about 22 million acres of the Canadian 
Arctic, which had cost FOF about $2 an acre. Just 
before the close of the fiscal year 1969, KRC arranged 
to sell a 1/8th interest to private investors for $15 an 
acre, little of which was actually paid. On the basis of 
this sale, FOF revalued its investment and reported a 
gain for 1969 of well over $100 million. Inquiries as to 
the proprietary and bona fides of this gain led to 
broader questions as to 1.0.S. operations and a 
financial and managerial crisis. 


During the spring of 1970, King attempted to take over 
control of 1.0.S. Approximately $15.8 million of KRC’s 
funds were used for this effort. Of this $8 million was 
loaned to 1.0.S. and is evidenced by a 9-2% note due 
May 31, 1971, collateralized by 4 million common 
shares of 1.0.S. Mangement, Ltd. (now Transglobal 
Financial Services, Ltd.). KRC also received warrants 
to purchase |.0.S. stock, which are without value. 


The remaining $7.8 million was advanced to trusts 
established for the benefit of the family of John M. 
King or for the benefit of the family of Edward M. 
Coweit, the President of |1.0.S. These trusts had pur- 
chased a large block of 1.0.S. voting stock with funds 
advanced by banks and brokers. The $7.8 million was 
used to repay such loans in part. The 1.0.S. stock was 
ultimately sold to reduce the balance of the loans and 
KRC’s $7.8 million junior advance has been written off 
as uncollectible. The Chapter X trustee has recovered 
$2.5 million on the KRC employee’s fidelity bond, 
based on these transactions. 


KRC had greatly expanded its activities on the basis of 
its 1.0.S. relationship, and had commitments, for 
example, with respect to titanium in South Africa, oil 
and gas in the Sinai Peninsula, an exploration program 
in the North Sea, molybdenite in British Columbia, and 
an oil terminal in Maine. It had purchased a full block in 
downtown Denver. IRL was the medium for the more 
exotic foreign ventures. KRC was severely drained of 
working capital in its abortive attempt to gain control 
of 1.0.S. Its cash flow was further curtailed when 1.0.S. 
and |.A.R.F., its principal customers, ceased pur- 
chasing natural resources interests and related 
services of KRC. 


As aresult, during the last half of 1970 and early 1971, 
KRC discontinued or disposed of the operations of a 





‘Subject to a 12-1/2% net operating profits interest re- 
tained by KRC. It should be noted that the various trans- 
actions alluded to herein differ to some degree as to the 
portions of the Canadian properties involved, so differing 
quantities of acres are referred to in different contexts. 





number of subsidiary companies or divisions. Oil and 
gas properties were sold and production payments and 
advances were received on gas purchase contracts. Pro- 
grams were terminated, and properties abandoned or 
farmed out. But such cutbacks, while relieving KRC of 
some of its overexpansion, failed to bolster its des- 
perate cash position. 


A formal plan by trade creditors was executed on 
September 18, 1970, covering $14,205,690 of KRC’s 
trade debt. Under this plan KRC was obligated to make 
monthly installment payments, plus interest at the 
annual rate of 10% on the unpaid balance. KRC 
executed to a trustee for the creditor’s committee a 
mortgage and security agreement covering KRC’s 
interest in facilities situated in and near Portland, 
Maine. KRC also agreed not to sell, mortgage, trans- 
fer, surrender or encumber, without approval of the 
commitee, its producing oil and gas properties in the 
United States and Canada, exclusive of properties held 
for development or disposition. KRC did not make all 
the required payments under this agreement, and on 
November 20, 1970, assigned to the committee all of 
KRC’s right, title and interest in the $8 million pro- 
missory note from 1.0.S., together with the collatera.® 
On June 15, 1971, the committee moved to declare de- 
fault under the plan. 


On July 14, 1971, the Internal Revenue Service filed an 
$8,310,169 jeopardy assessment against KRC and its 
subsidiaries. The assessment was reduced to 
$2,539,155, of which $1,677,885 related to interest 
equalization taxes allegedly owed as a result of loans to 
1.0.8. and trusts for members of the King and Cowett 
families. The balance of $861,270 related to interest on 
income taxes asserted to have been due for 1967 and 
1968 and payroll taxes. 


Soon thereafter KRC was in default on $20 million of 
bank debt, $15 million of its guaranteed foreign 
debentures and about $25 million of its domestic de- 
bentures. The Chapter X involuntary petition was filed 
against KRC on August 14, 1971. 


Il. TRUSTEE’S ADMINISTRATION 


The Chapter X trustee, upon his appointment, arranged 
to borrow $3 million under a certificate of indebtedness 
to continue operations. Numerous creditors had placed 
liens on the debtor’s producing wells. Production 
payments were in default and the holders claimed 85% 
of the gross receipts from the oil and gas wells to which 
they applied rather than the pre-default rate of 40%. 
The purchasers of oil and gas with-held the payments 





®in March 1977, the note was reassigned to the trustee, 
subject to the liens of the various security agreements. 


and no funds were available to pay production ex- 
penses. 


Eventually a settlement was reached with the lien 
creditors with respect to 27 domestic oil and gas leases. 
Under its terms each of the lien creditors agreed to re- 
lease his lien, and to forego contractual interest and 
attorney’s fees, in return for a cash payment of 75% 
from accumulated production and allowance of the 25% 
balance as an unsecured claim. Canadian liens were 
subsequently settled on similar terms. The production 
payment holders also waived their claim to the addi- 
tional 45% of production. These obligations have now 
been paid in full from the 40% of production. 


To free the oil and gas production from the IRS liens, 
the trustee, after extensive negotiations, secured a 
partial settlement covering all items, except the inter- 
est equalization tax. Under the settlement approved by 
the court, the trustee paid $309,000 to IRS. In addition, 
he agreed to deposit in escrow $1,978,715 to secure the 
IRS on its claim for the interest equalization tax, penal- 
ties and interest. The claim has been tried, but not yet 
decided. 


With respect to the properties other than oil and gas, 
the trustee’s policy was to sell interests that KRC could 
not reasonably develop because of its limited working 
capital. Whenever possible, the trustee sought to retain 
an overriding or carried interest in the resource proper- 
ties, which would give the debtor a substantial potential 
recovery in the event the particular property proved to 
be successful. 


The most spectacular interests of KRC were the 
Canadian oil and gas exploration permits. These per- 
mits, covering about 25 million acres in the Arctic Is- 
lands, obligated the debtor to perform exploratory work 
involving up to $16 million in costs. KRC sold fractional 
interests in this property, subject to contribution for 
those costs, and had entered into a contract with a 
Canadian subsidiary of the Sun Oil Company 
(‘‘Sunoco’’). Sunoco undertook to perform the 
exploratory work and bear 60% of the cost thereof, for 
which it was to receive a 15% working interest. Prior to 
the Chapter X proceeding, KRC fell in arrears in its 
contributions, and Sunoco sought to forfeit KRC’s 
interest. The Chapter X court enjoined the forfeiture, 
and an appeal by Sunoco was withdrawn as a result of 
an interim agreement. 


The interim settlement was followed by a general 
settlement, dated February 5, 1974, which also 
included adjustment of rights between the KRC estate, 
Global and other parties.’ The general effect of these 





7 The trustee did not settle with King himself concerning his 
alleged interest in these permits but instead moved to reject 
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settlements was to transfer to Sunoco the exploration 
rights to most of the Arctic acreage. The KRC estate 
received an aggregate of $6.5 million in cash and a $4 
million ‘‘work credit’? which may be applied over the 
next 10 years to KRC’s share of costs related to working 
interests which it retained. Half of any unused balance 
is to be paid to KRC at the end of 10 years. 


KRC also received a complicated series of fractional 
interests in any production developed in the area. 
These interests vary from area to area and include both 


overriding royalties and carried working interests. 
Sunoco is to pay KRC’s share of costs on the carried 
interests for five years. The royalty interests do not re- 
quire further payments by KRC. The agreements with 
Global involved conversion of the net operating profit 
interests KRC had retained in its original agreements 
with FOF into royalty interests in the Canadian Arctic 
and elsewhere. 


The final settlement was evaluated by J.C. Sproule and 
Associates, Ltd., a Canadian consulting firm,? on the 
following basis: 


Table I 


Working interest 
Net operating profits interest 


Royalty interest - nonconvertible 


convertible 


Carried interest (M'Clure Strait) 


Cash 


VALUES 





Before 
Settlement a/ 


After 
Settlement 


$18,536,000 
15,739,500 
4 473,200 


$ 1,286,600 


10,226,700 
9,452,600 
2,080,900 
5,000 ,000 

$28 ,046 ,800 


2,253,600 





$41,002 , 300 





a/ Includes interim settlement, which also involved an 


additional $1.5 million cash to KRC. 





Qn January 18, 1977, the reorganization court rejected 
the contract for the sale of interests in certain Arctic 
permits to Consolidated Oil and Gas Company (‘‘Con- 
solidated’’) as an executory contract. The court, 





the pre-Chapter X agreements by the debtor to sell frac- 
tional interests in Canadian oil and gas exploration permits 
to King and Colorado Corporation. The rejection of the 
contracts was upheld on appeal. King v. Baer, 428 F. 2d 
552 (C.A. 10, 1973). 


8 The Sproule firm, headquartered in Calgary, Alberta, Can- 
ada, has experience in photogeological and surface geolog- 
ical field work in Western Canada and in the Northwest 
Territories, including the Canadian Arctic. The firm has 
built up a considerable amount of geological information 
about the Arctic from 10 to 15 years of accumulated data. 


®The Consolidated fraction was $3,852,400 of the Sproule 
value and was excluded from the above totals. The Sproule 
valuation has been adjusted to $26,899,200 and the 
$6,340,263 due from Consolidated for the interest has been 
removed from noncurrent accounts receivable. 
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however, permitted Consolidated to file a claim for 
damages as a result of the rejection, and Consolidated 
filed a $28 million claim. 


The following Table shows condensed 1971-1976 
income statements of KRC, as reported by the trustee. 
Previous reports were revised in 1974. It should be 
noted that the large charges to depletion and provision 
for losses in the first two years reflect adjustment of 
previous book values rather than actual transactions in 
those years. 


Ill. ASSETS AND LIABILITIES 


KRC’s principal assets consist of its United States and 
Canadian producing properties and its properties held 
for development, principally the Arctic Island pro- 
perties. Table IV below presents KRC’s consolidated 
balance sheet at March 31, 1977, as prepared by the 
trustee’s staff and a series of adjustments designed to 
show the effect of certain settlements not yet reflected 
in the accounts and consummation of the proposed plan 
as of December 31, 1977. Assets are stated at amortized 
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cost, less write-offs effected by the trustee of doubtful 
items. These assets and the valuation evidence are 
discussed later on in this report. 


The adjustments reflected in the second column of 
Table IV are: 


1. Closing of the Dietrich class action settlement, 
which involved collection of $4.2 million in receivables 
and payments of $1.3 million of current liabilities, 
increasing cash by $2.9 million. 


2. Allowance of a claim of Delafield Capital Cor- 
poration at a reduced amount, which reduced pre-peti- 
tion note liabilities by about $656,000. 


3. A pending settlement of the liabilities of IRL by 
conveyance of properties in South Africa, carried at 
$1.5 million, to a foreign bank and a 30% cash payment 
to unsecured creditors. These settlements would re- 
duce liabilities by $2.1 million, a net reduction of 
$400,000. 


4. Miscellaneous liability reductions netting $65,000. 


5. Creation of a $2,125,000 reserve for reorganization 
expenses with a corresponding increase in accumulated 
losses. 


Table IV does not reflect certain large claims, which the 
plan assumes will be disallowed. Indemnification 
claims of approximately $3.3 billion were filed by offi- 
cers and directors named as defendants in securities 
law litigation, but will be dismissed if the trustee’s 
settlement of such litigation becomes final.'® Claims 
aggregating about $91 million have been asserted by 
three parties who had contracted to purchase fractional 
interests in the arctic properties and whose contracts 
were rejected by the court." 


Other disputed claims aggregating about $4 million at 
December 31, 1976, are pending. The trustee believes 
that the amount of liabilities shown on the balance 
sheet, which also include some items subject to down- 
ward adjustment, will approximate the amount of 
claims which will be allowed. 





10 Appeals from the settlement orders were dismissed with- 
out opinion on April 12, 1977, and May 25, 1977, but the 
time for seeking certiorari from the Supreme Court has not 
yet expired. 


11 The contracts were for a price greatly in excess of the ap- 
parent value of the property, but involved relatively small 
down payments. The claims are based principally on loss of 
speculative opportunities but also include recovery of pay- 
ments and expenses. 


The cash payments under the plan consist of payment 
in full of priority and secured claims, about $800,000, 
and claims for less than $200, estimated at $40,000. The 
plan provides that the Maine Port, stock of Precision 
Instruments Company and an $8 million note of IOS, 
Ltd., all of which were pledged prior to bankruptcy, 
shall be valued by the court, and that these assets will 
either be delivered in kind to pledgees, and credited to 
their claims against KRC at such value, or retained by 
KRC by payment of cash to the pledgees. 


The Table reflects the value of $3 million for the Maine 
terminal and $250,000 for the stock, found earlier by 
the court. We are informed that negotiations for a cash 
settlement of the 1OS note and related disputes are 
actively underway, and that the trustee expects to ob- 
tain a substantial cash settlement. Any such settlement 
would be paid to the pledgees, rather than to KRC, but 
would reduce the liabilities of KRC and the amount of 
stock to be issued under the plan. The trustee is hoping 
to recover in excess of $2 million which would increase 
values about 2.2%. However, no provision has been 
made for possible liability on the pending $2 million 
interest equalization claim, which arose largely from 
the IOS transactions. We refrain from adjusting value 
for either of these contingencies at this time. 


It should be noted that the pledge of the Maine terminal 
property was to secure both certain trade debts ex- 
tended under the trade creditor agreement, and 
otherwise unsecured bank loans. The pledge 
agreement provides for a complicated division of the 
security, depending in part on the proportionate claims 
of the secured parties. The |OS note was pledged 1/8 to 
another bank, 5/8 under the trade creditor agreement, 
and % to Delafield Capital Company, which has just re- 
leased its lien. Several other changes in the relation- 
ships of the parties have occured since the last plan 
hearing. The allocation of payments shown in Table IV 
is not definitive and may be affected by the terms of 
thelOS settlement. The amount and classification of 
claims has not been fully reviewed,'? but the figures 
shown seem sufficient for present purposes. 


No interest has been accrued on the unsecured or 
partially secured debt of KRC since August 14, 1971. 
Six and 3/8 years will have elapsed by December 31, 
1977. It is well established that post-bankruptcy 
interest, with exceptions not relevant, is not allowed in 
computing such claims if the debtor, being insolvent, 
has assets which are insufficient to satisfy the principal 
amount of claims (including pre-bankruptcy interest). 
Post-bankruptcy interest is, however, senior to the 





12\No purpose would be served by further ex parte exam- 
ination of these items. Rights can be determined only by 
agreement of the parties or a judicial decision after due con- 
sideration of the opposing views. 
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interests of stockholders. When, as here, assets seem 
to exceed the principal amount of creditor claims, the 
surplus is applied to post-bankruptcy interests, and 
there is no equity for shareholders unless full 
post-bankruptcy interests can be provided for."3 


Interest is computed on claims which provide for a 
lawful contractual interest rate at that rate. Obligation 
which did not stipulate the interest rate are also entitled 
to compensation for the delay in payment. The 
Bankruptcy Act does not deal with the subject, so state 
law is looked to. We are informed that the judgment 
rate in Colorado is 6% per annum and we will assume, 


for purposes of this report, that that is the applicable 
rate. 


The trustee computed the approximate interest, 
apparently to September 30, 1976, on those claims with 
a contractual rate of interest, at $28,663,928. In doing 
so, he applied a 10% per annum rate to all notes and 
the trade creditors agreement; except the two series of 
debentures, whose contractual rates were 5-’2% and 
5-%4 % respectively. Considering the interest which will 
accrue to December 31, 1977, and interest at the 
judgment rate on other allowed claims, it would appear 
that full post-bankruptcy interest would approximate 
the following amounts: 


TABLE V 


Approximate 
Principal 


Simple Interest 


8-14-71 12-31-77 Amount 





Notes 

Trade creditors agreement 
Other claims 

5-1/2% debentures 

5-3/4% debentures 


$28,000,000 
4,700,000 
18,300,000 
24,456,000 
15,000,000 


63.75% 
63.75% 
38.25% 
35.06% 
36.66% 


$17,850,000 
2,996,000 
7,000,000 
8,574,000 
5,499,000 





Total 90,456,000 


46.34% $41,919,000 





Again, in the absence of evidence directed to the issue, 
and the views of thosewho may have conflicting opi- 
nions about the status of the varied claims 
approximated above, the foregoing is an estimate. We 
are not implying an opinion about the rights of any 
particular claim or as to any of the finer points of 
interest computation. But post-bankruptcy interest 
should be close to $42 million. 


IV. SUMMARY OF PLAN 


The plan provides for continuing the debtor’s business 
through an essentially debt-free reorganized company 
which would maintain a drilling and development pro- 
gram. The trustee has virtually completed repayment of 
all pre-Chapter X secured creditors, including the 
production payments and the debtor’s mortgages. The 
plan provides for the full payment in cash of the costs of 
administration, pre-Chapter X claims for wages and 
taxes, and claims of co-owners and unpaid royalties. 





13 Consolidated Rock Products Co. v. Dubois, 312 U.S. 
510, 527-28 (1941); Ruskin v. Griffith, 249 F. 2d 827, 
830-832 (C.A. 2, 1959), cert. den., 361 U.S. 947, U.S. 156, 
163-65 (1946), Re Muskegon Motor Specialities, 366 F. 2d 
522 (C.A. 6, 1966). 


Unsecured creditors will receive under the plan, as 
amended, 50 shares of stock for each $1,000 of allowed 
claims, except that claimants holding unsecured claims 
aggregating $200 or less will be paid such amount in 
cash. No fractional shares will be issued, but cash will 
be paid at the rate of $16 a share for any fraction of a 
share. 


The new stock is to be divided into two classes, A and 
B, each with a nominal par value of $1 a share. An 
equal number of Class A and Class B shares are to be 
issued, approximately 2.2 million shares of each class. 
A total of 3 million Class A and 5 million Class B would 
be authorized, but the plan prohibits future issuance of 
additional Class A shares. 


Class A shares would be entitied to a preference of $20 
a share over Class B in any liquidation. Liquidation is 
defined to exclude a merger, exchange of assets for 
stock or other tax free reorganizations. It would share 
pari passu in any additional distribution in liquidation 
after Class B shares had received $20 a share. 
Otherwise, Class A shares and Class B shares would be 
treated as a single class with respect to dividends, 
voting and other shareholder rights. Both classes have 
preemptive rights to purchase any additional B shares 
that may be issued. The.Class A shares will be con- 
vertible at the holder’s option into 1-% Class B during 
the first year after confirmation and into 1-14 Class B 
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shares in the second year after confirmation. All rights 
to convert would terminate on the second anniversary 
of confirmation. 


Each unsecured creditor, regardless of class, is initially 
allocated 25 Class A shares and 25 Class B shares. 
However, the indentures under which the subordinated 
debentures were issued provide that ‘‘senior debt,’’ 
defined essentially as obligations incurred for money 
borrowed, is entitled to a preference at the expense of 
the distributions to which the subordinated debenture 
holders would otherwise be entitled. 


This type of subordination creates three groups of un- 
secured creditors. Those creditors who are neither 
senior nor subordinated are unaffected by the sub- 
ordination provision and rank on a parity with both 
senior and subordinated creditors. Consequently, their 
shares of the new securities are based on their 
proportionate interest in the total amount of unsecured 
debt. These creditors would receive 25 shares of Class 
A stock and 25 shares of Class B stock for each $1,000 of 
claim. 


In order to recognize the senior rights claimed by the 
senior creditors vis-a-vis the subordinated creditors, 
the plan modifies the distribution to those two groups 
only, so as to assign 50 shares of Class A stock and no 
Class B stock to senior creditors. It reduces the dis- 
tribution to subordinated creditors by the required 
number of Class A shares and increases the number of 
Class B shares to subordinated creditors by the Class B 
shares initially allocated to the senior. 


The same number of shares is involved, so each credi- 
tor regardless of class, will receive 50 shares of stock of 
the reorganized company. But senior creditors will 
receive 50 Class A shares and no Class B shares; other 
creditors, 25 Class A shares and 25 Class B shares; and 
subordinated creditors will receive principally Class B 
shares. 


Another adjustment in allocation was made to settle the 
special position of the foreign debenture holders. In 
addition to their claim against KRC, the foreign 
debenture issue has a claim against IRL.'* The plan 
proposes that $1 million of the foreign debenture 
holders’ total claim be treated as unsubordinated, in 





14 These debentures were issued by KRCC, a foreign subsid- 
iary of KRC and guaranteed by KRC. The proceeds were 
used, in whole or in part, to finance IRL, the subsidiary 
owning most of the miscellaneous foreign assets (but not 
the Canadian arctic interests). KRCC is a major creditor of 
IRL and the foreign debenture holders are the only signifi- 
cant creditors of KRCC. Their rights against IRL are inde- 
pendent of the subordinated guarantee of KRC. 
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lieu of their apparent right to share in IRL’s assets, so 
that 25,000 of the Class A shares allocated to them are 
not subject to the reallocation. 


The exact result of these reallocations will depend upon 
the precise amount of claims in each category of 
allowed claims, but based on the approximate balances 
shown in Table IV above, the $28.9 million of senior 
claims are entitled to 1,445,000 Class A shares, of 
which 722,500 are deducted from the subordinated 
debenture allocation of 1,028,800 Class A_ shares. 
Subordinated debentures would thus receive about 
280,000 Class A shares plus 25,000 for the unsub- 
ordinated portion of the foreign claim, and 1,750,000 
Class B shares. 


For each $1.000 of claim (including pre-bankruptcy 
interest) the domestic subordinated debenture holders 
would receive about 6.8 shares of Class A and 43.2 
shares of Class B, and the foreign debenture holders, 
about 8.4 shares of Class A and 41.6 shares of Class B. 


The two classes of stock and the conversion privilege 
were introduced when the valuation evidence indicated 
a per share value of less than the $20 a share minimum 
to which senior creditors seemed entitled and when 
inherent uncertainties about the Canadian Arctic pro- 
perties loomed large in that value. On the present 
record, which indicates much higher values based 
principally on presently producing properties, and 
almost immediate conversion of Class A into Class B 
shares would be indicated so the effective allocation is 
that shown in the last column of Table V. 


Under the plan an offer of settlement is to be made to 
persons who acquired any stock or debentures issued 
by KRC from any source between March 31, 1967, and 
February 1, 1971, and on whose behalf tort claims 
and/or suits for damages for fraud, deceit or any 
breach of any federal or state securities law in 
connection with the purchase of such stock or 
debentures have been filed. These persons must file a 
proof of claim to receive distribution. Such proof of 
claim will reflect the amount of loss which is defined as 
the excess of the amounts paid for the purchase of such 
securities over amount(s) realized from such sales or 
dispositions. This class of creditor-investors will have 
recognized an unsecured claim in the amount of $13 
million representing 325,000 shares of Class A stock 
and 325,000 shares of Class B stock. Distribution will be 
made pro rata to the class in proportion to their proven 
losses. If aggregate class losses were $104 million, 50 
shares would be distributed for each $8,000 of loss. 


This settlement of the Dietrich and the American 
Employer’s suits, was conditioned on concurrent settle- 
ment of all litigation, including the claims in the reor- 
ganization proceeding. This settlement has been 
approved by the three judges, including the reorganiza- 





TABLE V 
(000's omitted) 


Claims Class A 


Fully 
Class B Total Converted 





(millions) Shares Percent 


Shares Percent Shares Percent Shares Percent 





$28.9 Senior debt 1,445 63.9 


Subordinated debentures: 
$25.5 domestic 





foreign 


1,445 32.0 2,167 38.3 


1,275 = 1,362 


780 ° 846 





Total 
Other creditors 


Class action settlement 


3,500 ° 4,375 
370 ° 462 


650 - 812 





Total 








tion judge hearing these various cases, and the Court of 
Appeals for the Tenth Circuit overruled appeals from 
these orders. 


The plan assumes that KRC is insolvent so that the 
owners of stock in KRC will not participate as such. 
This was based upon the court’s finding early in 1976 
that the value of the reorganized company was 
insufficient to cover its liabilities. Our previous report 
agreed, on the basis of the record then available. On 
January 20, 1977, the trustee included in an interim 
report filed with the court, data which indicated that 
certain oil and gas properties, taking into account both 
increased prices and increased reserve estimates, have 
significantly increased in value. The valuation of KRC 
is discussed in the next section. 


The reorganized company is to be managed by a broad 
of five directors. The initial board will be designated by 
the court and serve until the first annual meeting of 
shareholders, not later than 12 months from 
consummation. Subsequent directors will be elected in 
the normal manner by the new shareholders by 
cumulative voting. 


V. VALUATION 


Chapter X requires that, to be approved and confirmed 
by the Court, the plan of reorganization must be ‘‘fair 
and equitable’’ (sections 174 and 221(2)). A finding of 
fairness involves a determination of the value of the 
debtor’s assets. As the Supreme Court has said, this re- 
quires ‘‘a prediction as to what will occur in the future, 
an estimate, as distinguished from mathematical 
certitude, is all that can be made. But that estimate 
must be based on an informed judgement which 
embraces all facts relevant to future earning capacity 





and hence to present worth, including, of course, the 
nature and condition of the properties, the past earn- 
ings record, and all circumstances which indicate 
whether or not the record is a reliable criterion of future 
performance.’’'S 


In reorganization proceedings involving established in- 
dustrial or commercial enterprises involving the 
manufacture of specific products or providing particular 
services, reasonable foreseeable earnings are 
capitalized at an appropriate rate which reflects the 
business risk of the enterprise. In this case, KRC is 
engaged in the production and sale of oil and natural 
gas, and has undeveloped oil and gas, and mineral 
interests, some of which are highly speculative. This is 
not to say the reorganized KRC will be a high risk 
enterprise. KRC has sought to reduce this risk through 
farmouts of the exploration and development work to 
other companies, offering them an equity or 
participating interest. Likewise, in other sales and 
settlements KRC has sought to retain a royalty or 
carried interest. In this manner, the creditors of KRC 
retain a_ significant interest in KRC’s unproven 
prospects, such as the Arctic permits. Thus, in a sense, 
the original character of the company, namely a 
risk-oriented resource enterprise, is being preserved 
through retention of such assets. 


In general, KRC as a resource company is dependent 
for its revenues, except for certain cash reserves and 
miscellaneous assets, upon wasting assets. An 
appropriate method of valuing such assets involves the 





15 Consolidated Rock Products Co. v. DuBois, 312 U.S. 
510, 526 (1941). 
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discounting of net cash receipts to present value.'® This 
method of valuation recognizes that the net cash 
receipts for any year may consist of both current 
earnings and a return of capital through wiiich the 
investment is reduced from year to year. By reducing 
total cash flow to present value, at an appropriate 
discount rate, this method provides both for return of 
capital and the chosen rate of income on that capital. 


A. VALUATION EVIDENCE AS TO PROPERTIES 
1. U.S. and Canadian Producing Properties 


Raymond F. Kravis and Associates, Inc., petroleum 
consultants, have valued KRC’s producing oil and gas 
interests as of December 1, 1973, and as of January 1, 
for 1975 and 1976. A comparison of these Kravis 
reports on KRC’s reserves and future income reveals 
large increases in both the actual reserves and the 
prices obtained for oil and gas in the market place. 


The future net revenue was obtained by multiplying the 
estimated future net reserves of each property by the 
estimated price and deducting estimated future 
expenses, including production taxes, transportation 





16parker Petroleum Co., Inc., 
(1959). 


39 SEC 548, 559, 568 


charges, direct lease and ad valorem taxes, workover 
and compression, and development and equipment 
expenditures. General and administrative expenses are 
not provided for in the above computations of future net 
revenue, but are appropriately included in the income 
and expense projections for the reorganized company 
as a whole. 


During 1975, KRC drilled 28 gross wells (8.56 net), of 
which 21 (5.48 net) were successful. Of the successful 
wells, 12 were in Canada (Alberta) and 9 were in the 
United States. In addition, as noted in the table below, 
KRC had varying overriding royalties and other 
interests in 30 wells drilled during the year. KRC’s 
success in its drilling program continued in 1976. Of 31 
wells drilled, 25 were successful, including 4 gross oil 
wells (1.75 net) and 21 gross gas wells (8.05 net). 


An analysis of the oil and gas reserves for KRC during 
the period January 1, 1974,'? through January 1, 1977, 
is next presented in Tables VII A and VII B which 
follow. 





17 The reserves as of this date are those scheduled by Kravis 
and Associates as of December 1, 1973, less the Kravis es- 
timated production for the month of December 1973, in- 
cluding certain contested reserves. 





TABLE VII A 


Analysis - For the Period January 1, 1974 through January 1, 1977 





Reserves 


Number of Producing Wells 





(000's omitted) 


Oil 
(Bbls) 


Reserves - Initial 
Valuation at 1/1/74 3,359 
Less 1974 Production 
Additional Reserves 
(and revisions) 


(504) 


(169) 


(MCF ) 


Drilled During Year 
Overriding 
Working Royalty 
Interest Interest 





Gas 


Total 





138,575 


(14,043) 


2,862 





Reserves as of 1/1/75 2,686 

Less 1975 Production 

Additional Reserves 
(and revisions) 


(461) 


665 


127,394 


(11,197) 


42,121 





Reserves as of 1/1/76 2,890 

Less 1976 Production 

Additional reserves 
(and revisions) 


(524) 


1,214 


158,319 


(11,363) 


15,425 





Reserves as of 1/1/77 3,580 


162,381 
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Actual production and prices for this period were: 
1974 1975 1976 


Oil Production (BOPD) i, 38h 1,263 1,436 
Oil Price ($/ Bbl) $6.54 $7.35 $8.32 


Gas Production (MMCF/D) 38.47 30.68 3EoE3 
Gas Price (¢/MCF) $0.33 $0.51 $0.85 


As of December 31, 1974, and 1976, KRC’s principal oil may be summarized and compared as follows: 
and gas properties in the United States and Canada 


Table VII B 





Producing Acreage 





Gross Net 


g —_— poem 


12/31/74 12/31/76 12/31/74 12/31/76 








United States 
Colorado 640 24 





Kansas 7,669 7,660 4,365 4,360 
Louisiana 3,471 1,270 1,079 520 
Mississippi 2,622 2,830 269 438 
Montana 960 15,413 110 1,613 
New Mexico 640 2,880 400 940 


North Dakota 15,440 4,352 357 1,641 


Oklahoma 89,840 73,485 13,475 8,223 


Texas oe, * 14,297 33,731 4,432 11,230 
Utah as 720 13,820 79 1,428 
Wyoming 716 21,496 199 3,453 

Canada 
Alberta 35,154 45,469 4,163 31,342 
Manitoba 560 560 280 280 
Saskatchewan 3,380 3,780 1,080 1307 


Other 740 1,040 240 240 


176,209 228,396 30,528 67,069 


*Gross acreage is all acreage in which KRC has an interest. The 
net acreage reflects KRC's proportionate interest in the acreage. 
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In addition, KRC has an overriding royalty interest 


totaling 194,000 acres in Alberta, Canada. 


Puture Net Reserves Proven: 
crude oil & condensate sales (bbl) 
matural &G/or casinghead gas (mmcf) 





Puture Net Revenue: 
future oil & gas condensate sales 
(met oil & condensate reserves) 
future gas sales (net gas reserves) 
future net revenue 


Puture net revenue discount @ 12% - 1973 
- 1977 


The Kravis valuations, as of January 1, 1973, and 
varying from 2% to 9% on nonproducing acreage January 1, 1976, are summarized in Table VIII below. 


TABLE VIII 


UNITED STATES 


CANADA 





1973 


1977 


1973 


1977 





2,258,943 
100,359 


$18,247,926 
$30,696 ,447 
$36,055,864 


$21,221,458 


3,346,296 
94,379 


$ 36,665,021 
$101,491,802 
$108,519,202 


$ 
$ 56,042,409 


900,971 
40,026 


$ 4,839,873 
$13,712,040 
$14,646,798 


$ 6,237,475 


707,969 
73,336 


$ 6,020,863 
$150 ,647,294 
$131,736,255 


$ 47,071,795 


$ 27,458,933 
$103,114,2C3 


A price-reserve analysis of the changes from the above Table is presented in 


the following summary: 


UNITED STATES 


CANADA 





eil & condensate (bbl) 
oil & condensate ($/bbl) 
gas reserves (mcf) 

gas price (¢/mcf) 


1,087,177 
$2.879 
(S,980) 
76 .9¢ 


® () denotes decrease 


% a Total 
894,175 
$3.222 
27,330 


$1.187 


48 (193,002)* ( 21) 

36 33.132 58 

6) 33,310 83 
251 $1.711 500 





As the above tables show, the increase in the valuation 
of the producing properties is dramatic. The valuation 
for U.S. and Canadian properties of about $30 million, 
after adjusting for the prepaid gas, in 1973 increased to 
a valuation of $103.1 million. This represented a future 
net revenue increase of $189.6 million or an increase of 
374 percent and a future net revenue discounted at 12 
percent increase of $75.7 million, an increase of 276 
percent. 


The trustee’s staff has made substantial adjustments to 
the Kravis report to take into account 1976 production, 
an abandonment of a well and additional capital 
development and investments. The result of the staff’s 
revisions is an additional $10,042,796 increment of 
value, bringing the total valuation of the U.S. and 
Canadian producing properties as of January 1, 1977, to 
$113,157,000. 


The changes in the valuation of KRC’s producing 


properties represent a major development in this 
proceeding. However, no additional testimony has been 
taken of any of the witnesses, including Kravis 
personnel. Rather, the results, described above and 
throughout the valuation analysis, are based upon the 
trustee’s special interim report and KRC’s filings with 
the Commission and the court. Accordingly, while it 
appears from the documents that the method employed 
by Kravis and others in both the previous hearings and 
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the new reports is the same, the new results have not 
been tested by cross examination. 


Also, as the above table and analysis show, the increase 
in values reflects both an unusually favorable 
experience in finding additional reserves and a general 
major increase in the prices for petroleum products. 
The first factor is an accomplished fact, although it 
would be unrealistic to project future discoveries at the 
same favorable rate. The price escalation, both in the 
United States and Canada, is subject to governmental 
action. 


Energy policy is being seriously examined by both 
nations at the present time. Possible new policies of 
regulation, pricing or taxation are not amenable to 
financial analysis. The uncertainties, both positive and 
negative, apply generally to companies owning oil and 
gas reserves, and so need not be separately evaluated. 
The market presumably represents the present 
consensus as to the significance of such possibilities. 


2. The Arctic Island Properties 


To value KRC’s substantial interests in some 600 
exploration permits in the Canadian Arctic, largely 
within the Sverdup Basin the trustee engaged the 
consulting firm of J. C. Sproule and Associates, Ltd. 
Most of the KRC holdings are offshore (up to 90%), 





although there are substantial onshore acres on Long 
heed, Bathurst, Graham, Axel, Heiberg and 
Northwestern Melville Islands. Many of the offshore 
permits contain small islands or at least a toehold on 
shore. 


Published information on reserves discovered in the 
Arctic is scarce. The Sproule representative testified 
that there have been a number of completed gas wells. 
At the time of their testimony only three wells had 
shown indications of oii. However, there were too few 
wells drilled to eliminate geologic uncertainty as to the 
oil and gas reserves in the areas in which KRC has an 
interest. 


Because of the speculative nature of these interests, the 
Sproule valuation relied upon a number of assumptions 
and formulations.'"® The Sproule firm constructed 18 
representative details studies, including eight on land 
and ten offshore, in order to compute the average 
monetary expectations from potential oil and gas re- 
covery after deducting the estimated costs of drilling, 
putting in gas proceessing facilities and installing the 
tie-in pipeline, as well as the costs of getting the gas to 
the market on the East Coast of the United States. 
Sproule had more detailed knowledge of the geology of 
the onshore property than offshore areas, but extra- 
polated from one to the other. These 18 studies involve 
analysis of the geological anomalies of the area as a 
basis for estimated possible reserves. These samples 
were applied according to geological formation to 
KRC’s interests in the Arctic. 


Generally, this approach employed by Sproule may be 
referred to as an expected monetary value technique.'9 
This technique is appropriate where there is a wide 
range of possible net cash flows and where selection of 
the central value as the most probable estimate of 
future flows is not valid. A probability diagram was 
constructed with values representing the various out- 
comes and a probability was assigned to each such 
outcome. These probabilities were multiple by the 
value of each possible event (i.e., one or more drillable 
prospects or no prospects) and totaled. The net cash 





18 For example, because of the lack of development to 
date, coupled with the technological problems in under- 
taking drilling in the Arctic, particularly offshore, an as- 
sumption was made that a pipeline would not be available 
until the 1980's. The year 1986 was chosen as an average 
year assumed for production and a basis from which es- 
timated prices for gas and oil and estimated costs (e.g., 
the cost of tanker transportation from Canada to New 
York) were projected. 


19The trustee presented an expert witness on finance to 
testify as to the theoretical economic validity of the ap- 
proach employed by Sproule. 


flows were reduced to present value, applying an 8% 
annual rate, in the conventional manner. No risk factor 
was applied because, in Sproule’s opinion, all risks had 
been allowed for in the parameters of the probability 
study. 


The value arrived at by Sproule has been stated in 
Table | above. Eliminating the cash payment received 
by the trustee, the interests retained in the settlement 
were valued at $23 million, to which has been added 
back $3,852,400 deducted for a fractional interest 
claimed by Consolidated Oil and Gas Company.2° 


While 1986 would appear to be an optimistic estimate of 
the timing for production of oil and gas Arctic, given 
the present state of technology, the trustee has not ini- 
tiated any revaluation of this asset. The record does not 
indicate what the results of test drilling either on or 
nearby KRC interests in the Arctic, although such 
drilling has been undertaken. It is still a speculative 
and significant asset of this estate, although its 
importance as a percentage of assets has diminished in 
view of the increase in asset values as in 1976 compared 
with 1973. 


3. Other Undeveloped Properties 


The data shown in Table IX summarizes the testimony 
as to undeveloped mineral interests valued at $8.6 
million. Generally the basis for valuing these propertiés 
was comparable sales data, together with geologic 
studies. 


The nonproducing acreage has decreased materially, 
although the estimated value has remained the same. It 
appears that some acreage has become producing in 
the interim and that other acreage has been abandoned 
or disposed of. But the changes have not been fully 
explored in the record. 


Several of the foreign property interests were either 
written down?! or written off as having no value. KRC 
owns a 5% interest in Block L-14 in the North Sea, 
revalued at $3 million in view of the intense exploration 
and start of roduction in that area2? Again, the record 





2°This is one of the fractional interests reclaimed by the 
trustee. His title was established by rejection of Consoli- 
dated’s contract. As noted above, Consolidated is asserting 
a money claim for damages. 


21 The writedown of KRC’s interest in the Kingsa interest, 
for example, is based on a discount of the maximum option 
price for the sale of the property as approved by the court. 


22 This valuation takes into account the right of the Neth- 
erlands government to purchase a 40% interest in the field. 
If this option were exercised, KRC’s interest would be re- 
duced to 3%. 
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TABLE IX 
Non-Producing Oil & Gas Acreage _ 





Location Gross 


1976 


Net 


1973 1973 


1976 


Kansas 
Oklahoma 
Louisiana 
Mississippi 
Alabama 
Texas 
Montana 
Colorado 
Utah 


920 ~ 
20,913 6,007 
304 120 
3, 5138 2,660 

760 - 
36,276 2,200 
22,004 LL, 293 
291,761 i382 
122,166 117,837 
New Mexico L1G OOL 130,819 175,628 125,564 
Alaska 318,140 318,140 43,825 43,820 
North Dakota ~ 288 - 139 
Wyoming - 102,696 - 39,346 
Domestic Total 993,653 705,901 440,566 286,568 


196 - 
8,995 2,690 
304 120 
1,514 1,912 
669 - 
16,530 946 
8,510 5,219 
123, 312 7,761 
‘61,083 59,051 





Canada* 41,267 19,717 


Other 796 586 





Total 993,653 747 , 964 440 ,566 306,871 








* 1976 acreage is located in Alberta & Saskatchewa. 


Value of Undeveloped Properties 





1973 
Estimated Value 


1976 


Location Estimated Value 





U.S. (oil and gas) 
Canada (oil and gas) 
IRL Turkey (oil and gas) 
North Sea 

Oil and Gas Total 


Otelnuk (iron) 


Strathcona (zinc, lead, copper, 
and silver minerals) 


Haib (copper) 
Kingsa (titanium) 
Arctic (sulphur) 
Others 

Mineral Total 


Total 


1160/SEC DOCKET 


$3,961,899 


$4,710,858 


273,959 
100,000 
375,000 


300, 000 


600,000 
800,000 


2,000,000 


$3,700,000 


$8,410,858 


$3, 


3 


961,899 


,000 ,000 


$6 


,961,899 


300,000 


800 ,000 
500 ,000 


$1,600,000 


$8 


,961,899 





contains merely the trustee’s conclusions as to these 
properties. 


4. The Maine Port Terminal 


The property known as the Maine Port Terminal 
(‘‘Terminal’’) is located about 8 miles from Portland, 
Maine. It consists of about 587 acres, of which 30 are 
taken up by the terminal.2° The terminal consists of 
eight 58,000 barrel capacity tanks. KRC had begun to 
rebuild the docks at the terminal,2* but this was ob- 
jected to by various environmental agencies, as well as 
local residents in various city and state governmental 
bodies, all of whom expressed concern for the area’s 
ecology. The terminal was valued by an expert witness 
for the trustee at $2,436,000 on the basis of its depre- 
ciated physical value and about $1 million based on a 
capitalization of earnings approach, using its present 
storage rental value less costs of operation. The 
resulting net income was capitalized at a rate between 
seven and eight times earnings. Material on site, piling 
and other dock building material, valued at $144,000, 
wold represent under this latter approach additional 
value for the terminal. The real estate, other than the 
terminal acreage, was also separately appraised at 
$1,286,200 or $1,700 per acre. This value assumed that 
the land would be converted to residential use, given as 
the highest and best ‘‘legal’’ use. 


Under the pre-bankruptcy trade creditor plan, KRC 
pledged its interests in this property and the $8 million 
10S note, subject to the claim of other pledgees. 
Pledged to another creditor is 250,000 shares of stock of 
Precision Instruments Company 25 


The court has valued the terminal at $3 million and the 
stock at $250,000. In view of the proposed settlement of 
the |OS note there will likely be no need to value this 
note. The proceeds of the settlement will be paid to the 
pledgees. The plan requires the trustee, within 30 days 





23K RC owns real estate on two islands in Casco Bay, Port- 
land, namely, Long Island, and Great Diamond Island. The 
terminal situated on Long Island, was originally constructed 
during World War || to handle heavy fuel for the U.S. 
Navy’s Atlantic Fleet. 


24KRC has been trying to rebuild the Casco Bayside dock 
and get clearance for vessels in the range of 350,000 barrels 
(or 50,000 tons). Otherwise smaller barges would have to 
be used to transport oil, for example, to the Port. As a deep 
water facility, the terminal is considered to have a much 
greater potential. 


25Precision is a manufacturing company. The stock repre- 
sents about 24% of the voting shares. There is no active 
trading market. 


after confirmation, either to deliver the collateral to the 
creditors secured by it?®to be credited against their 
claims at the value fixed by the court, or to pay the 
same amount in cash and transfer the assets to the re- 
organized company. Table IV assumed, for simplicity, 
that the assets would be kept and that cash would be 
paid. But it is not necessary to determine which option 
the trustee will select, since the claims will be reduced 
by the same amount under each choice and, if the 
assets are surrendered, an equal amount of cash will 
take their place. 


In addition to the Precision stock, KRC has shares in 
five other companies, which had a market value of 
$135,219 at December 31, 1974, and are so carried as of 
December 31, 1976. It also owns an interest valued at 
$400,000 in a company with an industrial park in 
Cartegena, Mexico. 


5. Summary of Investments 


The book value of the assets of KRC, excluding its 
current assets and office building and equipment, are 
stated on the March 31, 1977, adjusted balance sheet 
(Table IV supra) at $60.5 million. The valuation 
testimony would indicate values for these assets of 
about the amounts shown in Table X. 


The valuation testimony would thus indicate a value of 
about $91.8 million in excess of book value. 


B. Trustee’s Operating and Income Forecasts 


The trustee’s original projections, for the years 
1975-1979, were based on revenues, net of direct 
operating costs and required capital expenditures 
assumed in the Kravis engineering reports. No income 
from the Arctic interests was assumed during this 
period. New investment in KRC’s Canadian working 
interests, in the amount of $6 million, was assumed 
from 1977-1979. During the five year period, 1975-1979, 
the trustee had projected that $1.1 million would be 
expended on currently owned undeveloped lands, or 
deepening, re-work, and secondary recovery projects 
associated with existing wells. The trustee also 
assumed acquisition and development of new reserves 
to replace the depletion of existing reserves, at a cost 
of $23 million during the five year period, and that such 
new reserves would produce cash flow of 11% in the 
first year, 33% per annum in the next three years, and 
decline at the rate of 10% per annum thereafter. 





261iens aggregating $229,000 also apply to the terminal, 
and are included in the total collateral value. The liens must 
be discharged under either election. 


SEC DOCKET/1161 





TABLE X 


- In Millions - 


Producing oil and gas properties 


Canadian Arctic (including Consolidated) 


Other undeveloped properties 


Maine terminal and land at collateral value 


Valuation 
(with updated 
Kravis report) 


Valuation 
testimony 





ll 
2 


3 
6 
8 
3 


Mexican Investment, Miscellaneous stock 


and other 
Total 


Ong 


coemietineeemeanenameaal 


$152.3 


The valuation testimony would thus indicate a value of about $91.8 million 


in excess of book value. 


Based on these assumptions, the net income and net 


cash projections for these five years were as follows: 


(000's omitted) 


1975 


1976 1977 1978 1979 





Net revenues 

New income before taxes 

Cash provided (net income 
& depr., depl.) 

Net cash from operations 
(net of cash applied for 
capital budget items) 


$7,641 
2,165 


6,193 


1,954 


This forecast of net income from operations, 
eliminating possible income from temporary cash 
investments and certain projected liquid funds, re- 
flected an average pre-tax return of about 9% on this 
portion of the operations. This forecast, unlike the pro- 
perty-by-property valuation, assumes reinvestment of 
the proceeds of depleting natural resources. This 
assumption makes KRC a continuing business. A 
multiplier of 11 times pre-tax earnings would equate 
the going concern value, based on the above 
projections, to a property-by-property valuation of $39 
million. The remaining assets consisted of $26.9 
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$8,187 
2,600 


$9,115 
3,266 


$10,006 
3,836 


$11,090 
4,462 
6,624 7,427 


8,189 9,121 


918 910 592 318 


million for the Arctic valuation and $3.7 million of 
excess Cash. 


Based on the new projections by Kravis in the January 
1, 1976, report together with the increment added by 
the KRC staff, and several more years of actual 
operations since 1974, the trustee updated the five-year 
projections, originally presented to the court in 1974. 
Again the trustee assumed that, for the five years 
projected, 1977-1981, no income would be generated 
from the Arctic permits. 





TABLE XI 


- 000 omitted - 


197T 


1978 1979 1980 1981 





Oil and Gas Sales 
Existing (Proven) Reserves 
New Reserves 


$21,862 
699 


$2h ,682 
3.555 


$23,457 
7,800 


$22 ,008 
12,250 


$20 ,622 
16,590 





Total 

Direct Costs 
Depreciation and Depletion 
Other income 
General Administrative 


22,561 


1,345 


(3,400) 
(4,766) 


(1,870) 


28 ,197 
(4,288) 
(4,654) 
2,064 
(1,946) 


31,257 
(4,639) 
(6,558) 
2,771 
(2,080) 


34 258 
(5,062) 
(7,504) 
3,803 
(2,225) 


37,212 
(5,394) 
(8,508) 
4,768 
(2,351) 





Taxes (Canadian, U.S. 
Including deferred) 
Net Income after taxes 
Add back non cash items: 
Depreciation and Depletion 
Operating loss carryforward 
Deferred taxes 
Other noncash 


7,193 


4 ,766 
3,538 
1,035 

222 


(6,077) 


(7, 77%) 
10,599 


5,654 
4 429 
1,522 

222 


(8,894) 
11 ,857 


(9,934) 


(11,042) 
14,685 


6,558 
5 125 
1,461 

222 


T 504 
5,008 
2,114 

222 


8,508 
4 488 





Cash provided $17,354 


$22 681 


$22,530 $25,223 $28,155 





Proposed capital expenditures: 
Development of Existing 
Reserves 
New Exploration and 
Development 
Artic Properties 
Undefined projects 
Cash applied 


$ 3,935 


5,400 
300 
13,750 


$23,355 


636 969 335 15 


10,000 11,000 
360 

8 ,000 
$20,325 


11,500 

500 
12,500 
52h 5835 


415 


$24 430 





Cash from Operations 
Plan payments (Table IV) 
Cash Balance December 31, 1976 
Pro forma adjustments 
(Table IV) 
Balance 


13,504 


The foregoing projections were prepared prior to the 
December 31, 1976, audit, and assumed an opening 
cash balance of $20 million at December 31, 1976, 
rather than the $13.5 million shown by the audit. 
However, the timing of receipts and disbursements 
would have to be examined and compared with those 
assumed in the projections to be sure whether there 
was in fact a discrepancy, or merely a difference in 
scheduling of receipts and expenditures. 


We have omitted the trustee’s projection of dividends 
on the new stock, aggregating $12.7 million over the 
period. The projected cash flow is clearly sufficient for 
dividend payments and the omission is not based on 
skepticism as to this feature of the projections. The 
forecasting of a particular level of dividend seemed an 
unnecessary refinement. 


$ (6,031) 
(6,393) 


2,668 


$3,253 


$ 4,90h § 3,349 


It will be noted that planned new exploration and 
development in the five year period aggregates $49.9 
million, excluding the work on the existing producing 
properties and the Arctic, and is projected to produce 
$40.8 million of revenue in the same five years. The 
projected revenues are based on the goal of revenue of 
33% of investment in each of the first three fullyears 
(11% in the initial year), which is expected to continue 
on a declining basis, the decline being 10% per 
annum, for the remaining life of the new property. 


In addition, the forecasts leave another $52,250,000 
available for “undefined projects” over the five years for 
which no present investment plans have been made. A 
net return of 10% per annum, presumably from short 
term investments, is assumed on these funds. The ten 
percent return on uninvested funds seems definitely 
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high under current money market conditions, but the 
assumption that a fund of this magnitude would not be 
invested in the business is also unrealistic. It repre- 
sents an attempt to be conservative as to the avail- 
ability of good oil and gas prospects. The reasonable- 
ness of these forecasts cannot be taken for granted 
without testing the methodology and assumptions 
they embody, but substitution of amended or different 
forecasts would be equally unfounded. 


C&K 


Petroleum, Inc. Petroleum 


Hamilton Bros. 


In arriving at a reasonable multiplier for the purpose of 
developing a going concern value for KRC based on the 
above projections, it is appropriate to consider 
price-earnings ratios of comparable companies. For 
this purpose we will consider the five companies which 
Bosworth, Sullivan and Company, Inc. referred to in 
their study of the value of KRC, presented at the 
valuation hearings. The relevant information concern- 
ing these companies is, as of December 31, 1976, as 
follows: 


Shenandoah 
Oil Corp. 


Patrick 
Petroleum Co. 


Inexco 


Corp. Oi Go. 





Total Reserves: 

Oil Bbl mil. 

Gas (MMCF) 4 
Pre-Tax Income 

(000's omitted) 
Per share 
Average 

Market Price $16.00 
P/E Ratio Se 27 


34.7 
308.8 


5. 
7. 


3 
8 


$4,615 
$1.95 


$21,596 
$.43 


$ 15.50 
4.52 


The average P/E ratio for these five companies is 7.45. 
The reported present value of the oil and gas reserves 
for these companies indicate that Inexco and 
Shenandoah, both of which have higher than the 
average P/E ratio, are the most comparable. Inexco, 
however, has no foreign properties. 


For the purpose of testing the pronerty-by-property 
valuation of KRC it is appropriate to look only at the 
existing properties and the associated expenses, 
excluding the non-income producing Canadian Arctic. 
These represent an appraised value of KRC of $125.4 


10.4 
186.6 


24.3 
193.4 


$16,899 
$1.42 


375572 
$2.34 


$ 11,60 
8.17 


$25. 
10. 


50 
90 


million. 


The trustee’s projection of new revenues is presented 
as a net projection after deducting direct production 
expenses. So the production expenses shown in Table 
XI relate to the existing properties. The record does not 
segregate the depletion or tax expenses, but it may be 
assumed that the annual increases are associated with 
the forecast new production. 


The pre U.S. Tax income from existing properties 
would then be: 


( 000's Omitted ) 


iT 


Oil and gas sales 

Operating expenses: 
Production $ 
Depletion and 

amortization 

Canadian taxes 
General 

Total Expenses 

Other income a/ 

Balance 


$ 21,862 
3,400 


4,766 
1,505 
1,870 

$(11,541) 
383 


$ 10,704 


1978 


$ 24,642 
$ 4,288 


5,000 
1,819 
1,900 

$ (13,007) 
389 

$ 12,064 





a/ Maine port and foreign assets 
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Since about $15 million per annum is generated for re- 
investment, the fact that existing reserves will trail off 
is immaterial and the $12 million of pre tax income in 
1978 is a fair representation of the earning power of the 
existing assets on a going concern basis. The $125.4 
million property-by-property value represents a 
multiple of 10.4 times this annual income level. 


Comments on Value as Related to Liabilities 


Enough has been said about the ex parte character of 
the new valuation data to explain our unwillingness to 
simply add up the disparate bits and conclude that the 
total estate is now worth $152.3 million (Table X) or any 
other specific sum. It is still true that the prior evidence 
indicating a value of about $70 million is hopelessly 
obsolete. And the new evidence is directed to the most 
important and qualitatively highest category of assets, 
oil and gas reserves currently in production. The more 
controversial and contingent assets have become 
relatively less significant. 


The critical figure is the amount of liabilities to be 
satisfied including post-bankruptcy interest. As shown 
above, this amount would be about $132 million, after 
the cash payments under the plan. Prima facie, a new 
valuation would approximate and could exceed the 
amount of liabilities. 


We will test the present fairness and feasibility of the 
plan on the basis of a hypothetical value of $130 
million, slightly less than the liabilities, including 
post-bankruptcy interest. The validity of such a test 


would not be affected even if a fuller hearing 
established a slightly less value, since the unsecured 
creditors are entitled to the range of values between the 
$90 million required to cover allowed claims in full 
without post-bankruptcy interest, and the $132 million 
required to also cover such interest. The stock to be 
issued to them will represent the full value of the 
reorganized company, whatever it is. A value 
significantly above $132 million would be legally signi- 
ficant, since the equity of the KRC stockholders would 
require consideration at that level. 


VI. FAIRNESS, FEASIBILITY AND OTHER MATTERS 


Chapter X plans of reorganization must be “fair and 
equitable and feasible.” 2” A finding of fairness incor- 
porates the absolute priority doctrine under which the 
Supreme Court requires “that each security holder in 
the order of his priority receives from that which is 
available for the satisfaction of his claim an equitable 





27§§174 and 221(2) of Chapter X. 


equivalent of the rights surrendered.”28 This standard 
means that shareholders may participate only if there 
is an equity remaining after satisfaction of all creditors’ 
claims,22 but does not require that creditors be paid in 
cash3° Where one group of creditors is contractually 
subordinate to another, the general rule is that the sub- 
ordination agreements are enforced according to their 
terms in reorganization proceedings." An agreement 
to subordinate is a departure from the principle of 
equality of treatment of creditors and is strictly 
construed.32 Under appropriate facts, the subordina- 
tion agreements are subject to modification on 
equitable grounds.*3 


Where a plan proposes to compromise certain claims, 
the compromise must be both fair and equitable.3* The 
Supreme Court held that the bankruptcy court must 
scrutinize the merits of the compromise and apply its 
“informed independent judgment.” This requires that 
the court be apprised of 


“all facts necessary for an intelligent and objective 
opinion all of the probabilities of ultimate success 
should the claim be litigated. Further, the judge should 
form an educated estimate of the complexity, expense, 
and likely duration of such litigation, the possible 
difficulties of collecting on any judgment which might 
be obtained, and all other factors relevant to a full and 
fair assessment of the wisdom of the proposed com- 
promise. Basic to this process in every instance, of 





28Group of Institutional Investors v. Chicago M. St. P. & 
Pac. R. Co., 318 U.S. 523, 565 (1943). 


2° Case v. Los Angeles Lumber Products Co., 308 U.S. 106, 
119-121 (1939). 


3° Consolidated Rock Products Co. v. DuBois, 312 U.S. 
510, 530 (1941) 


3! /n re Credit Industrial Corporation, 366 F. 2d 402, (C.A. 
2, 1960), In re Aktiebaloget Krueger & Toll, 96 F. 2d 768 
(C.A. 2, 1938) St. Louis Union Trust Co. v. Champion Shoe 
Machinery Co., 109 F. 2d 313 (C.A. 8, 1940); Bank of 
America v. Erickson, 117 F. 2d 796 (C.A. 9, 1941); /n re 
Allied Properties Co., 118 F. 2d 773 (C.A. 6, 1941). 


32 in the matter of King Resources Company, 528 F. 2d 
789 (C.A. 10, 1976); /n re Time Sales Finance Corp., 491 
F. 2d 841 (C.A. 3, 1974); /n re Kingsboro Mortgage Corp., 
514 F. 2d 400 (C.A. 2, 1975). 


331m re Associated Gas & Electric Co., 149 F. 2d 996 (C.A. 
2), cert. denied., 326 U.S. 736 (1945); /n re Joe Newcomer 
Finance Co., 226 F. Supp. 387 (D. Colo., 1964). 

34 Protective Committee v. Anderson, 390 U.S. 414 (1968) 
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course, is the need to compare the terms of the com- 
promise with the likely rewards of litigation.”35 


A plan must be fair and equitable at the time it is con- 
firmed.*° When, as here, substantial changes of cir- 
cumstances intervene between approval and con- 
firmation, the finding that the plan was fair and equi- 
table at the time of approval is not sufficient 37 


Before approving or confirming a plan under Chapter X, 
the Court also must find that the plan is “feasible” 
(Sections 174 and 221(2)). Feasibility requires, among 
other things, sufficient cash to meet payments under 
the plan; adequate working capital; a sound capital 
structure; and prospective earnings sufficient to serve 
the financial obligations of the reorganized company. 
Given the above projections and values for the estate, 
as well as the resolution of almost all the claim con- 
tests, including the Dietrich settlement, the plan 
clearly meets the feasibility requirements. 


The plan, as amended, provides for full payment in 
cash of all priority claims. As described above, the 
Maine Terminal, |OS note, and Precision Instruments 
stock will either be surrendered to the pledgees, or re- 
deemed in cash at their value as found by the Court, 
pursuant to Section 197 of the Act. The portion of such 
secured claims in excess of this value of the collateral 
will be treated as an unsecured claim. 


The plan was based on valuation of the estate available 
to unsecured creditors at an amount insufficient to 
cover the principal amount of their claims. Since the 
subordinated debentures conferred rights on “senior 
debt” to receive part of the amounts otherwise 
allocated to the subordinated holders, the plan 
provides for two classes of stock, designed to permit 
recognition of the special rights of senior creditors at 
the expense of subordinated creditors, without 
affecting the unsecured creditors who were not subject 
to the subordination agreements. 


For most purposes, the rights of the two classes of 
stock are the same. The Class A stock is assigned a 
preference of $20 a share in liquidation because it is 
designed to represent one share for each $20 of 
allowed claim (excluding post-bankruptcy interest). On 
the basis of the valuation at the time the plan was 
approved, the Class A shares would have represented, 
like the Class B shares, only a $16 equity in the re- 
organized company. Since liquidation was not 
intended, the investment value of the Class A shares 





35 iq. at 424-425 


36 Section 212(2). 


°7 Knight v. Wertheim, 158 F. 2d 838 (C.A. 2, 1946). 


1166/SEC DOCKET 


would not have differed materially from the Class B 
shares. 


Accordingly, a right to convert Class A shares, at the 
rate of 1-% Class B was added. Adjusting for the 
dilution effect, this would give the creditors receiving 
Class A a choice between 1-'2 Class B shares with a 
fully diluted value of close to $20, or the retention, in the 
form of a Class A share, of a $20 liquidation right. We 
recommended a five year period for conversion on the 
assumption, which proved to be more valid than was 
perhaps expected, that experience would resolve many 
of the uncertainties about KRC’s future and permit a 
reasoned investment decision during that period. The 
trustee’s amendment limited the conversion to one 
year and provided for a second year of conversion at a 
sharply reduced ratio. 


It now appears that the underlying problem which led 
to this somewhat complicated two class stock plan has 
disappeared. There is very strong evidence that the 
estate now has sufficient proven and _ producing 
reserves to fully cover the approximately $90 million of 
pre-bankruptcy claims. The holder of Class A stock 
under the plan who fails to convert within the first year 
will simply lose about a sixth of his distribution and 
will lose another sixth at the end of the second year. 
Now that the need for the hedge provided by the 
liquidation preference has disappeared, as the result of 
the new values, the mechanism of two classes, linked 
by convertibility has become a mere trap for the unwary 
and should be eliminated. The plan should be amended 
to provide for a single class of common stock. 


Under the plan the proposed Class A stock is fully 
equivalent to 1-% shares of stock of the reorganized 
company and the Class B stock is one share of the 
same stock. As shown in Table V above, the total 
number of fully converted shares to be issued under 
the plan would be about 5,650,000. Assigning, for 
testing purposes, a round value of $23 a share, they 
would represent an equity of about $130 million, slight- 
ly less than the liabilities. A Class A share would 
represent $34.50. 


Table XII below shows the effective allocation of the 
equity in reorganized company under the present plan 
in relation to the approximate amount of the various 
categories of unsecured claims. 


The allocations under the plan, which were made on 
the assumption that the estate was worth substantially 
less than $90 million, to increase the allocation to 
senior creditors and reduce that to subordinated 
creditors, are now unfair. The pre-bankruptcy claims of 
the senior creditors are now amply covered without 
invasion of the distribution to the public debenture 
holders. The subordination does not extent to 
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postbankruptcy interest3® This conclusion does not 
depend on the hypothetical $130 million value used. It 
would be true at any level significantly about $90 mil- 
lion. Due to their higher contractual interest rates, the 
senior creditors retain a substantial advantage with 
respect to post bankruptcy interest, as shown in Table 
XII above. 


An amendment of the plan to allow post-bankruptcy 
interest to a specified effective date,39 such as 
December 31, 1977, in the base for issuance of new 
shares would not drastically alter its substantive 
terms. But the amendment should include an appro- 
priate reduction in the number of shares to be issued 
for each $1,000 to avoid inflating the total number of 
shares to be outstanding 4° 





38 Yatter of King Resources Company, 528 F. 2d 789 (C.A. 
10, 1976) 


3° suitable effective date should be used to avoid the 
mechanical problem of continuous recomputation of inter- 
est. 


4° KRC is subject to registration and reporting requirements 


1168/SEC DOCKET 


Special consideration would have to be given to treat- 
ment of claims under the trade creditors agreement and 
to treatment of guaranteed foreign debentures. The 
question raised in our last report about the value of the 
IRL assets, on which the foreign debentures have a 
special claim, have not been answered on the record. 
Moreover, the proposal to settle these questions ‘by 
treating a portion of the foreign debenture claim as 
unsubordinated is no longer meaningful. We are aware 
that the IRL assets, consisting of interests in three 
mineral prospects in South Africa and an oil 
concession in Turkey, do not seem promising now and 
that necessary revaluation may render this question 
insubstantial. 





of Section 12(g) of the Securities Exchange Act of 1934 
(15 U.S.C. 787(g) ), and it will continue to be subject to 
these provisions after reorganization. As soon as practicable 
after confirmation, appropriate pro forma financial state- 
ments of the reorganized company should be submitted to 
our Division of Corporation Finance for examination and 
review. 
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ACCOUNTING AND AUDITING 


Accounting Series Releases 

No. 196-A, 12/3/76, In the Matter of Seidman & Seidman, Amendment to Opinion and Order Pursuant to Rule 2(e) of 
Rules of Practice, no. 2, p. 1116 

No. 200, 12/9/76, In the Matter of Richard Sommer, Order Pursuant to Rule 2(e) of Rules of Practice, no. 2, p. 1124 

No. 203, 12/10/76, Notice of Amendment to Regulation S-X, Disclosure of Certain Replacement Cost Data, no. 3, p. II6I 

No. 204, 1/7/77, In the Matter of E. Veon Scott, Notice of Permanent Disqualification from Appearance or Practice 
Before the Commission, no. 7, p. 1413 

No. 205, 1/7/77, In the Matter of Robert N. Campbell, Notice that Initial Decision Has Become Final, Order Permanently 
Disqualifying Accountant from Appearing or Practicing Before the Commission, no. 7, p. 1411 

No. 206, 1/13/77, Adoption of Amendments of Certain Forms and Related Rules, no. 7, p. 1425 

No. 207, 1/21/77, In the Matter of Joseph Scansaroli, Order Instituting Proceedings and Permanently Barring from 
Practice before the Commission, no. 9, p. 1548 

No. 208, 2/10/77, In the Matter of Bernard C. Zipern, Order Accepting Resignation from Commission Practice as 
Accountant, no. 11, p. 1713 

No. 209, 2/16/77, In the Matter of S.D. Leidesdorf & Co. Kenneth Larsen, Joseph Grendi, Opinion and Order Pursuant to 
Rule 2(e) of the Commission’s Rules of Practice, no. 12, p. 1724 

No. 210, 2/25/77, In the Matter of Reich, Weiner & Co., Opinion and Order Pursuant to Rule 2(e) of the Commission's 
Rules of Practice, no. 14, p. 1872 


No. 211, 3/2/77, Notice of Rescission of ASR No. 132, Reporting of Leases in Financial Statements of Lessees, no. 14, p. 
1868 


Regulation S-X 


Rule 3-17, Current replacement cost information, amended, 33-5780, 34-13055, 35-19802, AS-203, 12/10/76, no. 3, p. 
1161 


Rule 3-16, General notes to financial statements, Proposed amendment, 33-5812, 34-13322, 35-19912, 3/2/77, no. 14, p. 
1865; proposal to correct errors in published amendments, 34-13309, 2/28/77, no. 14, p. 1878 


Staff Accounting Bulletins 

No. 13, 1/4/77, no. 6, p. 1403 

No. 14, 2/3/77, no. 10, p. 1667 
ADMINISTRATIVE PROCEEDINGS 


See list at end of index for persons and companies named in Findings, Opinions, Orders, Notices 


AMERICAN STOCK EXCHANGE 


Program for allocation of regulatory responsibilities pursuant to Rule 17d-2, notice of filing of Amex/NYSE Plan, 
34-13326, 3/3/77, no. 14, p. 1887 


Applications for Listing 
Allegheny Airlines, Inc., 34-13013, 11/29/76, no. 1, p. 1057 
Charter Medical Corp., 34-13397, 3/22/77, no. 17, p. 2099 
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Condec Corp., 34-13344, 3/9/77, no. 15, p. 1945 

Consolidated Oil & Gas, Inc., 34-13321, 3/2/77, no. 14, p. 1855 

Del Monte Properties Co., 34-13207, 1/26/77, no. 9, p. 1560 

Executive Industries, Inc., 34-13312, 3/1/77, no. 14, p. 1881; granted, 34-13383, 3/17/77, no. 16, p. 2007 
Foodways National, Inc., 34-13121, 12/29/76, no. 6, p. 1351; 34-13150, 1/11/77, no. 7, p. 1423 
Genovese Drug Stores, Inc., 34-13180, 1/18/77, no. 8, p. 1511 

Hi-Shear Industries, Inc., 34-13397, 3/22/77, no. 17, p. 2099 

IT! Corp., 34-13397, 3/22/77, no. 17, p. 2099 

Kirby Exploration Co., 34-13090, 12/21/76, no. 4, p. 1228; 34-13090, 12/21/76, no. 7, p. 1413 
Methpath, Inc., 34-13207, 1/26/77, no. 9, p. 1560 

Mite Corporation, 34-13426, 4/4/77, no. 19, p. 2191 

Pertec Computer Corp., 34-13321, 3/2/77, no. 14, p. 1885 

Transamerica Corp., 34-13259, 2/14/77, no. 12, p. 1721 

Virco Mfg. Corp., 34-13321, 3/2/77, no. 14, p. 1885 

Wainoco Oil Corp., 34-13329, 3/4/77, no. 15, p. 1938 

Wesco Financial Corporation, 34-13426, 4/4/77, no. 19, p. 2191 


Applications to Strike from Listing and Registration 

Affiliated Capital Corp., granted, 34-13299, 2/25/77, no. 14, p. 1871 

Astrodata, Inc., 34-13427, 4/4/77, no. 19, p. 2191 

Beck Industries, granted, 34-13133, 1/4/77, no. 6, p. 1359 

Bundy Corp., 34-13364, 3/14/77, no. I6, p. 1999 

Data Documents, Inc., granted, 34-13022, 11/30/76, no. 1, p. 1065; 34-13032, 12/2/76, no. 1, p. 1080 
Hydrometals, Inc., granted, 34-13445, 4/13/77, no. 20, p. 2234 

ICB Corp., The, granted, 34-13236, 2/2/77, no. 10, p. 1632 

Indian Head, Inc., granted, 34-13427, 4/4/77, no. 19, p. 2191 

McDonough Company, 34-13166, 1/13/77, no. 7, p. 1484; granted, 34-13260, 2/14/77, no. 12, p. 1721 
Schick, Inc., granted, 34-13260, 2/14/77, no. 12, p. 1721 

Shearson Hayden Stone Inc., 34-13364, 3/14/77, no. 16, p. 1999 

Valley Metallurgical Processing Company, Inc., granted, 34-13236, 2/2/77, no. 10, p. 1632 

Westates Petroleum Co., granted, 34-13365, 3/14/77, no. 16, p. 1999 


Applications for Unlisted Trading Privileges 
B.A.T. Industries, Ltd., granted, 34-13073, 12/15/76, no. 3, p. 1180 


Proposed Rule Changes 


Addition of 20 authorized call option classes, Amex-76-12, approved 34-13104, 12/23/76, no. 5, p. 13lI 

Advertisements and broadcast activities, rescission of requirement for prior approval, Amex-77-1, 34-13203, 1/25/77, no. 
9, p. 1559; approved, 34-13239, 2/2/77, no. 10, p. 1633 

Alternate standards for original listing which do not include an earnings criterion, Amex-77-3, 34-13391, 3/18/77, no. 17, 
p. 2090 

Approval and withdrawal of approval of stocks underlying exchange listed options, Amex-76-21, approved, 34-13051, 
12/9/76, no. 2, p. 1124 

Bid/Ask information charges, Amex-77-2, effective, 34-13334, 3/4/77, no. 15, p. 1940 

Board, or any of its committees, action between regularly scheduled meetings, Amex-76-32, 34-13118, 12/29/76, no. 6, p. 
1350; approved, 34-13416, 3/30/77, no. 18, p. 2155 

Clearing agency business, transfer from ASECC to National Securities Clearing Corporation, Amex-76-30, 34-13103, 
12/23/76, no. 5, p. 1310; approved, 34-13183, 1/18/77, no. 8, p. 1512 

Margin requirements, modification, Amex-76-27, approved, 34-13126, 12/30/76, no. 6, p. 1357 

Member's principal floor transactions with respect to customer agency orders, Amex-77-6, 34-13440, 4/13/77, no. 20, p. 
2233 

Option contracts in same “series of options” to have same unit of trading, Amex-76-26, approved, 34-13026, 12/1/76, no. 
1, p. 1066 

Put options trading, text of letter re pending proposal Amex-76-11, 34-13401, 3/23/77, no. 17, p. 2100 

Schedule of charges for certain market communication services, Amex-76-19, 34-13212, 1/27/77, no. 9, p. 1562 

Selected securities primarily traded in o-t-c market to underlie options traded on Amex, Amex-76-28, 34-13095, 
12/22/76, no. 5, p. 1268 

Simplified listing application for companies seeking to list simultaneously on Amex and NYSE, Amex-76-29, 34-13128, 
1/3/77, no. 6, p. 1358; approved, 34-13229, 2/1/77, no. 10, p. 1629 


1170/SEC DOCKET 





Specialists to disclose in certain situations names of buyers and sellers in transactions executed in their specialist securities, 
Amex-76-25, approved, 34-13075, 12/15/76, no. 3, p. 1180 


ANNOUNCEMENTS 


“An Analysis of Issues Related to Financial Accounting and Reporting in the Extractive Industries,”’ discussion 
memorandum published by the Financial Accounting Standards Board; comments solicited 33-5801, 34-13227, 
35-19862, 2/2/77, no. 10, p. 1609 

Code of Behavior Governing Ex Parte Communications between Persons Outside the Commission and Decisional 
Employees, amended, 33-5815, 34-13351, 35-19927, 39-459, IC-9672, 1A-576, 3/10/77, no. 15, p. 1933 

Delegation of authority to Director, Division of Market Regulation, prior to any examination of a registered clearing 
agency, registered transfer agent, or registered municipal securities dealer whose appropriate regulatory agency is not 
the Commission, to notify and consult with the appropriate regulatory agency, 34-13028, 12/1/76, no. |, p. 1071 

Delegation of authority to Director, Division of Market Regulation, to approve amendments to plan of a registered 
national securities exchange or a national securities association submitted pursuant to Rule 17f-2(c), 34-13105, 
12/23/76, no. 5, p. 1311 

Delegation of authority to Director, Division of Corporation Finance, upon receipt of a notification from the Secretary of 
the Treasury designating a security for exemption pursuant to section 3(a) (12), to issue public releases announcing 
such designation, 34-13190, 1/19/77, no. 8, p. 1525 

Federal Farm Credit Banks-Consolidated Systemwide Bonds designated exempted securities, 34-13187, 1/19/77, no. 8, p. 
1524 

Insider Trading by Law Firm Employees, 34-13437, 4/8/77, no. 20, p. 2231 

Investment Annuities, Staff Withdrawal of No-Action Letters, 33-5816, IC-9673, 3/11/77, no. 16, p. 1988 

Investor Disputes, An Integrated Nationwide System for Resolution of, extension of public comment period, 34-13046, 
12/8/76, no. 2, p. 1122; public forum rescheduled to 2/9-10/77, 34-13176, no. 8, p. 1510 

Opportunity to appear before the Commission to discuss the practice of allowing options of the same class and expiration 
date to be traded on more than one exchange (‘‘dual trading’) 3/17/77, 34-13325, 3/3/77, no. 14, p. 1886 

Options floor trading, concern expressed that floor members of certain exchanges which trade standardized options issued 
by Options Clearing Corporation may be in violation of 1934 Act, 34-13433, 4/5/77, no. 19, p. 2194 

Private placement exemptive rule, request for empirical information regarding operation of, 33-5779, 12/6/76, no. 2, p. 
1116 

Public Observation of Commission Meetings, Information and requests, and Related Matters, proposed rulemaking to 
implement the Government in the Sushine Act, 33-5802, 34-13232, 35-19867, 39-453, IC-9628, IA-567, FOIA-48, 
2/2/77, no. 10, p. 1610; supplemental information, 33-5805, 34-13265, 35-19885, 39-454, IC-96491, |A-570, FOIA-50, 


2/16/77, no. 12, p. 1716; adopted, 33-5814, 34-13350, 35-19926, 39-458, IC-9671, 1A-575, FOIA-51, 3/10/77, no. 15, 
p. 1921 


Records Control Schedule adopted, 33-5819, 34-13394, 35-19946, 39-461, IC-9683, |A-579, 3/18/77, no. 17, p. 2044 

Secretary of the Commission and Director of the Office of Public Affairs, description of duties, 33-5782, 34-13068, 
35-19806, 39-449, IC-9567, |A-561, 12/14/76, no. 3, p. 1163 

Self-regulatory organizations, notice re non-compliance of their rules with 1934 Act, 34-13027, 12/1/76, no. 1, p. 1066 

Significant letters by the Division of Market Regulation and the Division of Investment Management, notice of monthly 
publication of, 34-13017, 11/29/76, no. 1, p. 1060 


Street Name Study, final report transmitted to Congress, 34-13036, 12/2/76, no. 1, p. 1081 
BOSTON STOCK EXCHANGE 


Applications for Listing 
Exolon Co., The, 34-13397, 3/22/77, no. 17, p. 2099 
Valley Gas Co., 34-13150, 1/11/77, no. 7, p. 1423 


Applications for Unlisted Trading Privideges 

American Medical International Inc., 34-13235, 2/2/77, no. 10, p. 1631 

Bell Canada, 34-13235, 2/2/77, no. 10, p. 1631; granted, 34-13311, 3/1/77, no. 14, p. 1881 

Big Three Industries, Inc., 34-13120, 12/29/76, no. 6, p. 1351; approved, 34-13165, 1/13/77, no. 7, p. 1484 
Development Corporation of America, 34-13235, 2/2/77, no. 10, p. 1631 

Hannaford Bros., 34-13120, 12/29/76, no. 6, p. 1351; approved, 34-13165, 1/13/77, no. 7, p. 1484 

Honda Motor Co., Ltd., 34-13262, 2/15/77, no. 12, p. 1722; granted 34-13311, 3/1/77, no. 14, p. 1881 
IHOP Corp., 34-13179, 1/18/77, no. 8, p. 1511 

James & Co., Inc., Fred S., 34-13164, 1/13/77, no. 7, p. 1484; granted 34-13234, 2/2/77, no. 10, p. 1631 
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Kubota, Ltd., 34-13120, 12/29/76, no. 6, p. 1351; approved, 34-13165, 1/13/77, no. 7, p. 1484 

Loctite Corp., 34-13164, 1/13/77, no. 7, p. 1484; granted, 34-13234, 2/2/77, no. 10, p. 1631 

Ludlow Corporation, opinion and order granting application, 34-13359, 3/11/77, no. 16, pp. 1993 & 1997 
New England Nuclear Corp., 34-13120, 12/29/76, no. 6, p. 1351; approved, 34-13165, 1/13/77, no. 7, p. 1484 
Pioneer Electric Corp., 34-13120, 12/29/76, no. 6, p. 1351; approved, 34-13165, 1/13/77, no. 7, p. 1484 
Texas Eastern Corp., 34-13235, 2/2/77, no. 10, p. 1631 

United Energy Resources, Inc., 34-13235, 2/2/77, no. 10, p. 1631 

United States Filter Corp., 34-13164, 1/13/77, no. 7, p. 1484; granted, 34-13234, 2/2/77, no. 10, p. 1631 
Utah Power and Light Co., 34-13235, 2/2/77, no. 10, p. 1631 

Varian Associates, Inc., 34-13235, 2/2/77, no. 10, p. 1631 

Wang Laboratories, Inc., 34-13120, 12/29/76, no. 6, p. 1351, approved 34-13165, 1/13/77, no. 7, p. 1484 


Proposed Rule Changes 
Specialists to trade listed options upon their specialty stocks and members, while on the floor, to trade stocks for which 
they hold listed options positions, BSE-76-12, amended and approved, 34-13272, 2/16/77, no. 12, p. 1744 


BRADFORD SECURITIES PROCESSING SERVICES, INC. 


Proposed Rule Changes 

Automated fixed income accounting service for registered broker-dealers, BSPS-77-1, 34-13224, 1/31/77, no. 10, p. 1628; 
approved, 34-13387, 3/17/77, no. 16, p. 2011 

Fee schedule, BSPS-77-2, effective, 34-13214, 1/28/77, no. 10, p. 1623 

Regional clearing facilities, BSPS-77-3, 34-13400, 3/23/77, no. 17, p. 2100 


Bribes, see LR-7681, 12/2/76, no. 1, p. 1113; LR-7733, 1/11/77, no. 7, p. 1502; LR-7760, 1/31/77, no. 10, p. 1662; 
LR-7867, 4/13/77, no. 20, p. 2263 


CHICAGO BOARD OPTIONS EXCHANGE, INC. 


Proposed Rule Changes 

Approval and withdrawal of approval of stocks underlying exchange listed options, CBOE-76-18, approved, 34-13050, 
12/9/76, no. 2, p. 1123 

Arbitration procedures, CBOE-76-23, 34-13063, 312/13/76, no. 3, p. 1176; approved, 34-13220, 1/28/77, no. 10, p. 
1626 

Arbitration proceedings fee schedule, CBOE-77-1, effective, 34-13246, 2/7/77, no. 11, p. 1673 

Badge fees for non-members and trade match fees, CBOE-77-2, effective, 34-13316, 3/1/77, no. 14, p. 1883 

Board Broker accepting orders, CBOE-77-3, effective, 34-13368, 3/14/77, no. 16, p. 2000 

Board Broker appointments, CBOE-77-6, 34-13434, 4/6/77, no. 19, p. 2195 

Disciplinary jurisdiction and procedures, CBOE-76-25, 34-13119, 12/29/76, no. 6, p. 1351; approved, 34-13424, 4/1/77, 
no. 19, p. 2191 

Market maker trading in option contracts, elimination of constraints, CBOE-76-24, 34-13079, 12/16/76, no. 4, p. 1220; 
approved, 34-13398, 3/23/77, no. 17, p. 2099 

Option classes, CBOE-76-27, 34-13160, 1/13/77, no. 7, p. 1447 

Priority of bids and offers, crossing orders, discretionary transactions, obligations for orders, and obligation for fair and 
orderly markets, CBOE-76-26, 34-13159, 1/13/77, no. 7, p. 1447 

Put options trading, text of letter re pending proposal CBOE-75-7, 34-13401, 3/23/77, no. 17, p. 2100 

Strike price intervals, CBOE-77-5, 34-13429, 4/4/77, no. 19, p. 2192 

Supervision over accounts of member firms conducting a non-member customer options business, CBOE-76-22, 34-13078, 
12/16/76, no. 4, p. 1219; approved, 34-13202, 1/25/77, no. 9, p. 1558 

Trading halts, unusual market conditions, hand signals, market-on-close orders, accommodation liquidations, commissions 


between members, obligations for orders, and board broker employees, CBOE-76-20, approved, 34-13048, 12/9/76, no. 
2p. 1122 


Churches, debt securities, see LR-7687, 12/7/76, no. 2, p. 1157 


CINCINNATI STOCK EXCHANGE 


Application for Unlisted Trading Privileges 
Mobil Corporation, 34-13020, 11/30/76, no. 1, p. 1065 
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Proposed Rule Changes 


Odd-lot dealers to trade listed options upon stocks in which they act as an odd-lot dealer and members to trade, while on 
the floor, stocks for which they hold listed options positions, CSE-76-4, 34-13271, 2/16/77, no. 12, p. 1743 


Condominiums, see LR-7721, 12/30/76, no. 6, p. 1400 
DEPOSITORY TRUST COMPANY 


Proposed Rule Changes 

Fast automated securities transfer (“FAST”), DTC-76-3, approved, 34-13342, 3/8/77, no. 15, p. 1943 

Interface fees between certain depositories, DTC-77-3, 34-13375, 3/15/77, no. 16, p. 2004 

Long position fee for bonds and other corporate debt securities on deposit, DTC-77-2, effective, 34-13355, 3/10/77, no. 
15, p. 1953 

Participants to exercise repayment options on certain debt securities without withdrawing them from DTC, DTC-77-1, 
34-13215, 1/28/77, no. 10, p. 1624; approved, 34-13340, 3/8/77, no. 15, p. 1942 

Rules1 and 6, DTC-76-4, approved, 34-13170, 1/14/77, no. 8, p. 1507 


Treasury bill roll-over options, DTC-76-12, 34-13143, 1/10/77, no. 7, p. 1414; approved, 34-13266, 2/16/77, no. 12, p. 
1723 


DISQUALIFICATION FROM PRACTICE 


Donald R. Bernard, attorney, resignation from practice accepted, 33-5807, 34-13283, 2/22/77, no. 13, p. 1778 

Robert N. Campbell, accountant, permanently disqualified from appearing or practicing before the Commission, 33-5797, 
AS-205, 1/7/77, no. 7, p. 1411 

Hubert E. Lay, attorney, voluntarily resigned from appearance or practice before the Commission, |C-9642, 2/14/77, no. 
12, p. 1761 

William N. Levy, attorney, permanently disqualified from appearing or practicing before the Commission, 34-13124, 
12/30/76, no. 6, p. 1352 


Gerald H. Lowther, attorney, voluntarily resigned from appearance of practice before the Commission, |C-9642, 2/14/77, 
no. 12, p. 1761 


Joseph Scansaroli, accountant, permanently disqualified from appearing or practicing before the Commission, 33-5800, 
34-13192, AS-207, 1/21/77, no. 9, p. 1548 


E. Veon Scott, accountant, permanentiy disqualified from appearing or practicing before the Commission, 34-13142, 
AS-204, 1/7/77, no. 7, p. 1413 


Bernard Zipern, accountant, resigned from appearing or practicing before the Commission, AS-208, 2/10/77, no. 11, p. 
1713 


Environmental risk, see LR-7811, 3/4/77, no. 15, p. 1982 


FOREIGN SECURITIES 


Bank de Guadalajara oemoved from foreign restricted list, 33-5809, 2/25/77, no. 14, p. 1863 

Means of Improving Disclosure by Certain Foreign Private Issuers, views of public solicited, 34-13056, 12/10/76, no. 3, p. 
1172; extension of comment period, 34-13289, 2/23/77, no. 13, p. 1813 

Trading in Securities Issued or Guaranteed by the Government of Hungary, cautionary notice re applicability of Johnson 
Act in Rel. 34-10610 (1/22/74) withdrawn, 34-13114, 12/28/76, no. 5, p. 1324 


Improper and illegal payments to officials and employees of foreign governments, see LR-7759, 1/27/77, no. 9, p. 1581 
Inducement payments, see LR-7863, 4/8/77, no. 20, p. 2260 
INVESTMENT ADVISERS ACT OF 1940 


Applicability of Investment Advisers Act to Certain Publications, |A-563, 1/10/77, no. 7, p. 1500 


Rules 


Proposed Rule 204-3, Brokerage placement disclosure requirements for investment advisers; and Rule 204-2, Books and 
records to be maintained by investment advisers, proposed amendment, 33-5772, 34-13024, IC-9547, 1A-554, 
11/30/76, no. 1, p. 1044; extension of comment period, 33-5798, 34-13151, IC-9601, |A-565, 1/11/77, no. 7, p. 1412 
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Proposed Rule 206(3)-2, Agency cross transactions for advisory accounts, 34-13029, 1A-557, 12/2/76, no. 1, p. 1072 


INVESTMENT COMPANY ACT OF 1940 


Rules 


Rule 20a-2, Information pertaining to investment adviser and investment advisory contracts, proposed amendment, 
33-5772, 34-13024, IC-9547, 1A-554, 11/30/76, no. 1, p. 1044; extension of comment period, 33-5798, 34-13151, 
1C-9601, |A-565, 1/11/77, no. 7, p. 1412 

Proposed Rule 17f-4, Use of depository systems by registered management companies, IC-9633, 2/7/77, no. 11, p. 1692; 
extension of time for comment, IC-9669, 3/9/77, no. 15, p. 1980 

Proposed Rule 24e-2, Computation of fee, 33-5817, IC-9677, 3/15/77, no. 16, p. 1989 


Kickbacks, see LR-7692, 12/14/76, no. 3, p. 1196; LR-7760, 1/31/77, no. 10, p. 1662; LR-7867, 4/13/77, no. 20, p. 
2263 


LITIGATION 
See list at end of index for persons and companies named. 


Manipulation schemes, see LR-7720, 12/30/76, no. 6, p. 1400; LR-7793, 2/23/77, no. 13, p. 1859; LR-7842, 3/23/77, no. 


17, P. 2146; LR-7850, 3/30/77, no. 18, p. 2186; LR-7853, 4/4/77, no. 19, p. 2224; LR-7865, 4/12/77, no. 20, p. 
2262; LR-7870, 4/14/77, no. 20, p. 2266 


MIDWEST CLEARING CORPORATION 


Proposed Rule Changes 
Institutional Pledge Account, to establish and set fees for, MCC-76-4, 34-13152, 1/11/77, no. 7, p. 1423; approved, 
34-13324, 3/2/77, no. 14, p. 1885 


Pledge Loan Program, to establish and set fees for, MCC-76-5, 34-13216, 1/28/77, no. 10, p. 1624; approved, 34-13378, 
3/16/77, no. 16, p. 2005 


Services to members, MCC-75-2, approved, 34-13189, 1/19/77, no. 8, p. 1525 
MIDWEST SECURITIES TRUST COMPANY 


Proposed Rule Changes 

Annual meeting, MSTC-77-2, effective, 34-13382, 3/17/77, no. 16, p. 2007 

Auditing procedures, MSTC-76-16, 34-13138, 1/5/77, no. 6, p. 1361; approved, 34-13294, 2/24/77, no. 13, p. 1832 

Depository interface between MSTC and The Depository Trust Company, MSTC-76-4, 34-13218, 1/28/77, no. 10, p. 
1625; approved, 34-13377, 3/16/77, no. 16, p. 2004 

Fees for processing Third Party Depository Delivery Instructions and Third Party Miscellaneous Delivery Orders, 
MSTC-76-12, 34-13127, 1/3/77, no. 6, p. 1357 


Institutional Pledge Account, to establish and set fees for, MSTC-76-13, 34-13152, 1/11/77, no. 7, p. 1423; approved, 
34-13324, 3/2/77, no. 14, p. 1885 


Interface fees between certain depositories, MSTC-77-1, 34-13337, 3/7/77, no. 15, p. 1941 


Pledge Loan Program, to establish and set fees for, MSTC-76-14, 34-13216, 1/28/77, no. 10, p. 1624; approved, 34-13378, 
3/16/77, no. 16, p. 2005 


Pledgee Position Reports, MSTC-76-15, 34-13154, 1/12/77, no. 7, p. 1424; 34-13282, 2/22/77, no. 13, p. 1809 
Program enabling participants to take advantage of issuer dividend reinvestment plans without withdrawing certificates 
from MSTC, MSTC-77-3, 34-13410, 3/29/77, no. 16, p. 2152 


MIDWEST STOCK EXCHANGE, INC. 

Applications for Listing 

Houston Industries, Inc., 34-13426, 4/4/77, no. 19, P. 2191 
Ohio Edison Co., 34-13383, 3/17/77, no. 16, p. 2007 
Texas Eastern Corp., 34-13121, 12/29/77, no. 6, p. 1351 


Applications to Strike from Listing and Registration 
Harvey Hubbell, Inc., 34-13199, 1/25/77, no. 9, p. 1558 
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Applications for Unlisted Trading Privileges 

Bally Manufacturing Corp., 34-13352, 3/10/77, no. 15, p. 1952; granted, 34-13443, 4/13/77, no. 20, p. 2234 
Corning Glass Works, 34-13120, 12/29/76, no. 6, p. 1351; granted, 34-13165, 1/13/77, no. 7, p. 1484 

Honda Motor Co., Ltd., 34-13262, 2/15/77, no. 12, p. 1722; granted, 34-13311, 3/1/77, no. 14, p. 1881 
Kubota, Ltd., 34-13120, 12/29/76, no. 6, p. 1351; granted, 34-13165, 1/13/77, no. 7, p. 1484 

Mobil Corporation, 34-13020, 11/30/76, no. 1, p. 1065 

Pioneer Electric Corporation, 34-13120, 12/29/76, no. 6, p. 1351; granted, 34-13165, 1/13/77, no. 7, p. 1484 
United Engergy Resources, Inc., 34-13120, 12/29/76, no. 6, p. 1351 

Varian Associates, 34-13179, 1/18/77, no. 8, p. 1511; granted, 34-13252, 2/10/77, no. 11, p. 1678 


Proposed Ru)? Changes 

Compensation Committee, establishment of, MSE-76-25, 34-13039, 12/3/76, no. 2, p. 1117 

Execution of orders out of primary market range by specialists, MSE-76-22, approved, 34-13066, 12/14/76, no. 3, p. 1177 

Execution procedure for dual issue odd-lot market orders from a next sale basis to a last sale basis, MSE-77-7, 34-13417, 
3/30/77, no. 18, p. 2155 

Filing requirements on change of designated examining authority, MSE-76-18, 34-13134, 1/4/77, no. 6, p. 1359; 
approved, 34-13254, 2/10/77, no. 11, p. 1679 

Financing arrangements for transfer of membership, MSE-76-28, 34-13172, 1/14/77, no. 8, p. 1508; approved, 34-13332, 
3/4/77, no. 15, p. 1939 

FOCUS reporting system, to adopt certain provisions, MSE-76-20, amended, 34-13409, 3/28/77, no. 18, p. 2152 

Members, while on the equity floor, to trade underlying stocks for which they hold listed options positions, MSE-76-27, 
filed and approved, 34-13270, 2/16/77, no. 12, p. 1742 

Odd-lot dealers to trade listed options upon stocks in which they are registered as odd-lot dealers, MSE-77-1, filed and 
approved, 34-13275, 2/16/77, no. 12, p. 1747 

Off-board agency transactions restrictions, MSE-77-3, 34-13333, 3/4/77, no. 15, p. 1939 

Options program expansion, MSE-77-6, 34-13431, 4/5/77, no. 19, p. 2193 

Options trading, MSE-76-21, approved, 34-13045, 12/8/76, no. 2, p. 1120 

O-T-C underlying stocks for options traded, MSE-77-4, 34-13406, 3/25/77, no. 18, p. 2150 

Put options margin requirements, MSE-76-19, filed and approved, 34-13237, 2/2/77, no. 10, p. 1632 

Put options trading, MSE-76-26, 34-13099, 12/22/76, no. 5, p. 1278; text of letter re pending proposal, 34-13401, 
3/23/77, no. 17, p. 2100 

Specialists to trade listed options upon specialty stocks, MSE-76-24, approved, 34-13044, 12/8/76, no. 2, p. 1119 

Sponsorship of applicant for membership, MSE-77-5, 34-13357, 3/11/77, no. 16, p. 1992 

Standards of personal responsibility for members, general partners and officers of member organizations for acts or 
omissions of member organizations, MSE-76-17, approved nunc pro tunc, 34-13043, 12/6/76, no. 2, p. 1118 

Strike price intervals for option series, MSE-77-2, 34-13369, 3/14/77, no. 16, p. 2000 

Trading hours, MSE-76-23, approved, 34-13065, 12/14/76, no. 3, p. 1177 


Mobile homes, see R-7804, 3/1/77, no. 14, p. 1916 
Municipal securities, see LR-7695, 12/17/76, no. 4, p. 1265 


MUNICIPAL SECURITIES RULEMAKING BOARD 


Proposed Rule Changes 

Fidelity bonding rules of NASD and SEC, revision of reference date to, MSRB-77-1, 34-13191, 1/19/77, no. 8, p. 1526; 
approved, 34-13315, 3/1/77, no. 14, p. 1882 

Nomination and election of successor members, MSRB-77-2, 34-13196, 1/21/77, no. 9, p. 1554; amendment filed, 
34-13264, 2/15/77, no. 12, p. 1723; approved, 34-13349, 3/9/77, no. 15, p. 1951 

Processing, clearance, and settlement of transactions in municipal securities, codification of uniform industry practices, 
MSRB-76-12, 34-13116, 12/28/76, no. 5, p. 1327 

Recordkeeping requirements for municipal securities brokers and municipal securities dealers, MSRB-76-4, amendment #2, 
34-13107, 12/23/76, no. 5, p. 1315; approved, 34-13296, 2/24/77, no. 13, p. 1833; 34-13296A, 3/2/77, no. 14, p. 
1870; order delaying effective date to 4/25/77, 34-13363, 3/14/77, no. 16, p. 1998 

Rule G-7(h), delay in effectiveness of principal substantive provisions, MSRB-77-3, filed and approved, 34-13274, 2/16/77, 
no. 12, p. 1747 

Rules G-8, G-9, and G-10, order giving notice of withdrawal of notice of proceedings instituted, MSRB-76-4, 34-13109, 
12/23/76, no. 5, p. 1317 

Uniform rules with respect to dissemination of quotations relating to municipal securities and reports of municipal 
securities transactions, MSRB-76-8, approved, 34-13348, 3/9/77, no. 15, p. 1949 
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NATIONAL ASSOCIATION OF SECURITIES DEALERS, INC. 


Applications for Review of Disciplinary Action 
Lawrence H. Ripp, opinion and order affirming action, 34-13198, 1/24/77, no. 9, pp. 1555 & 1557 
Melvin Y. Zucker, opinion and order affirming action, 34-13076, 12/16/76, no. 4, pp. 1216 & 1219 


Proposed Rule Changes 

Board of Governors, authorization to adopt rules, regulations and procedures for transactions in options contracts, 
NASD-76-8, approved, 34-13162, 1/13/77, no. 7, p. 1448 

Charge to members reporting transactions in eligible securities through the NASDAQ system, NASD-76-10, approved, 
34-13184, 1/18/77, no. 8, p. 1513 

Code of Arbitration Procedure, NASD-77-1, 34-13137, 1/5/77, no. 6, p. 1361 

Consolidated Quotations Service, NASD-76-14, 34-13047, 12/8/76, no. 2, p. 1122; approved, 34-13186, 1/19/77, no. 8, p. 
1523 

National Clearing Corporation, transfer of securities processing operations to National Securities Clearing Corporation, 
NASD-76-6, approved, 34-13188, 1/19/77, no. 8, p. 1524 


Procedural protection for member firm or associated person who is summarily suspended, NASD-77-4, 34-13253, 
2/10/77, no. 11, p. 1678 


Transactions in standardized options in the o-t-c market, NASD-77-2, 34-13230, 2/1/77, no 10, p. 1630 


NATIONAL SECURITIES CLEARING CORPORATION 


Order granting registration and statement of reasons, 34-13163, 1/13/77, no. 7, p. 1448 


Proposed Rule Changes 


Amex debt securities, inclusion in interfaces with Midwest Clearing Corporation, Pacific Clearing Corporation and Stock 
Clearing Corporation of Philadelphia, NSCC-77-1, 34-13308, 2/28/77, no. 18, p. 1878 

Corporation and Stock Clearing Corporation of Philadelphia, NSCC-77-1, 34-13308, 2/28/77, no. 14, p. 1878 

Certificate of Incorporation amendment, NSCC-77-3, effective, 34-13407, 3/25/77, no. 18, p. 2151 

Special Respresentatives, NSCC-77-2, 34-13318, 3/1/77, no. 14, p. 1884 


NEW ENGLAND SECURITIES DEPOSITORY TRUST COMPANY 


Proposed Rule Changes 

Appointment as a depository facility for The Depository Trust Company, NESDTCO-77-3, 34-13390, 3/18/77, no. 17, p. 
2090 

Appointment as a depository facility for Midwest Securities Trust Company, NESDTCO-77-4, 34-13389, 3/18/77, no. 17, 
p. 2089 

Depository interface with Midwest Securities Trust Company, NESDTCO-77-6, 34-13441, 4/11/77, no. 20, p. 2233 

Deposits of securities with NESDTCO to collatralize options transactions with Options Clearing Corporation, 
NESDTCO-76-1, 34-13096, 12/22/76, no. 5, p. 1269; approved, 34-13338, 3/7/77, no. 15, p. 194 

Fees, NESDTCO-77-2, effective, 34-13367, 3/14/77, no. 16, p. 1999 

Participant in The Depository Trust Company, NESDTCO-77-5, 34-13408, 3/28/77, no. 18, p. 2151 


Transfer Agent Custodian program, establishment of and procedures for, NESDTCO-77-1, 34-13223, 1/31/77, no. 10, p. 
1627 


NEW YORK STOCK EXCHANGE 


Program for allocation of regulatory responsibilities pursuant to Rule 17d-2, notice of filing of Amex/NYSE Plan, 
34-13326, 3/3/77, no. 14, p. 1887 


Applications for Listing and Registration 

AMIC Corp., 34-13207, 1/26/77, no. 9, p. 1560 

A-T-O, Inc., 34-13169, 1/14/77, no. 8, p. 1507 

American Credit Corp., 34-13444, 4/13/77, no. 20, p. 2234 

Applied Digital Data Systems, Inc., 34-13312, 3/1/77, no. 14, p. 1881; 34-13321, 3/2/77, no. 14, p. 1885 
Arco Pipe Line Co., 34-13074, 12/15/76, no. 3, p. 1180 

Atlanta and Charlotte Air Line Railway Company, The, 34-13013, 11/29/76, no. 1, p. 1057 

Avco Financial Services Inc., 34-13312, 3/1/77, no. 14, p. 1881 
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Braniff Airways, Inc., 34-13267, 2/16/77, no. 12, p. 1724 

Bundy Corporation, 34-13054, 12/10/76, no. 3, p. 1171 

C.1.T. Financial Corp., 34-13150, 1/11/77, no. 7, p. 1423 

Caisse Nationale des Telecommunications, 34-13150, 1/11/77, no. 7, p. 1423 
Caterpillar Tractor Co., 34-13085, 12/20/76, no. 4, p. 1227 

Chrysler Financial Corp., 34-13207, 1/26/77, no. 9, p. 1560 

City Investing Co., 34-13169, 1/14/77, no. 8, p. 1507 

Clark Equipment Credit Corp., 34-13321, 3/2/77, no. 14, p. 1885 

Cleveland Electric Illuminating Co., 34-13169, 1/14/77, no. 8, p. 1507 
Clevepak Corp., 34-13074, 12/15/76, no. 3, p. 1180 

Columbia Pictures Industries, Inc., 34-13321, 3/2/77, no. 14, p. 1885 
Columbus and Southern Ohio Electric Co., 34-13267, 2/16/77, no. 12, p. 1724 
Commercial Credit Co., 34-13200, 1/25/77, no. 9, p. 1558 

Commonwealth Edison Co., 34-13090, 12/21/76, no. 4, p. 1228; no. 7, p. 1413 
Consumers Power Company, 34-13013, 11/29/76, no. 1, p. 1057 
Copperweld Corp., 34-13312, 3/1/77, no. 14, p. 1881 

Credithrift Financial Corp., 34-13169, 1/14/77, no. 8, p. 1507 

Crum & Foster, 34-13207, 1/26/77, no. 9, p. 1560 

Dayton Power and Light Co., 34-13200, 1/15/77, no. 9, p. 1558 

Diamond Shamrock Corp., 34-13397, 3/22/77, no. 17, p. 2099 

Duke Power Co., 34-13150, 1/11/77, no. 7, p. 1423 

European Coal and Steel Community, 34-13321, 3/2/77, no. 14, p. 1885 
European Economic Community, 34-13074, 12/15/76, no. 3, p. 1180 
European Investment Bank, 34-13267, 2/16/77, no. 12, p. 1724 

Evans Products Co., 34-13329, 3/4/77, no. 15, p. 1938 

Federated Development Stores, Inc., 34-13344, 3/9/77, no. 15, p. 1945 

First City Bancorporation of Texas, Inc., 34-13074, 12/15/76, no. 3, p. 1180 
Flying Tiger Line, Inc., 34-13150, 1/11/77, no. 7, p. 1423 

Ford Motor Credit Co., 34-13207, 1/26/77, no. 9, p. 1560 

General Motors Acceptance Corp., 34-13074, 12/15/76, no. 3, p. 1180; 34-13312, 3/1/77, no. 14, p. 1881 
Georgia-Pacific Corp., 34-13444, 4/13/77, no. 20, p. 2234 

Georgia Southern & Florida RY Co., 34-13013, 11/29/76, no. 1, p. 1057 
Grow Chemical Corp., 34-13444, 4/13/77, no. 20, p. 2234 

Harmon International Industries, Inc., 34-13150, 1/11/77, no. 7, p. 1423 
Harrah's, 34-13321, 3/2/77, no. 14, p. 1885 

Harris Corp., 34-13312, 3/1/77, no. 14, p. 1881 

Honda Motor Co., Ltd., 34-13321, 3/2/77, no. 14, p. 1885 

Hoover Ball and Bearing Co., 34-13074, 12/15/76, no. 3, p. 1180; 34-13093, 12/22/76, no. 5, p. 1268 
Hospital Affiliates International, Inc., 34-13021, 11/30/76, no. 1, p. 1065 
Household Finance Corp., 34-13085, 12/20/76, no. 4, p. 1227 

Houston Industries, Inc., 34-13426. 4/4/77, no. 19, p. 2191 

Houston Natural Gas Corp., 34-13312, 3/1/77, no. 14, p. 1881 

Illinois Bell Telephone Co., 34-13021, 11/30/76, no. 1, p. 1065 

Inland Steel Co., 34-13321, 3/2/77, no. 14, p. 1885 

International Harvester Credit Corp., 34-13200, 1/25/77, no. 9, p. 1558 
Interstate Power Company, 34-13013, 11/29/76, no. 1, p. 1057 

Kansas City Power & Lighting Co., 34-13267, 2/16/77, no. 12, p. 1724 
Knight Ridder Newspapers, Inc., 34-13121, 12/29/76, no. 6, p. 1351 

Kroger Co., 34-13344, 3/9/77, no. 15, p. 1945 

LTV Corp., 34-13344, 3/9/77, no. 15, p. 1945 

Loctite Corp., 34-13021, 11/30/76, no. 1, p. 1065 

Long Island Lighting Co., 34-13267, 2/16/77, no. 12, p. 1724 

Marathon Oil Co., 34-13150, 1/11/77, no. 7, p. 1423 

Maryland National Corp., 34-13251, 2/9/77, no. 11, p. 1678 

McDonough Co., 34-13085, 12/20/76 no. 4, p. 1227 

Michigan Wisconsin Pipe Line Co., 34-13074, 12/15/76, no. 3, p. 1180 

Miles Laboratories Inc., 34-13312, 3/1/77, no. 14, p. 1881 

Mountain States Telephone and Telegraph Co., The, 34-13200, 1/25/77, no. 9, p. 1558 
National Steel Corp., 34-13312, 3/1/77, no. 14, p. 1881 
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New England Gas and Electric Association, 34-13121, 12/29/76, no. 6, p. 1351 
New York Telephone Co., 34-13085, 12/20/76, no. 4, p. 1227 

Northern Illinois Gas Co., 34-13090, 12/21/76, no. 4, p. 1228; no. 7, p. 1413 
Oak Industries, Inc., 34-13444, 4/13/77, no. 20, p. 2234 

Ohio Edison Co., 34-13383, 3/17/77, no. 16, p. 2007 

Pacific Gas and Electric Co., 34-13267, 2/16/77, no. 12, p. 1724 

Pacific Telephone and Telegraph Co., The, 34-13397, 3/22/77, no., 17 P. 2099 
Pennzoil Co., 34-13312, 3/1/77, no. 14, p. 1881 

Pioneer Electronic Corp., 34-13085, 12/20/76, no. 4, p. 1227 

Public Service Company of Colorado, 34-13180, 1/18/77, no. 8, p. 1511 

Public Service Company of Indiana, Inc., 34-13321, 3/2/77, no. 14, p. 1885 
Republic of Austria (Guarantor) (Osterreichische Kontrollbank Aktiengesellschaft), 34-13121, 12/29/76, no. 6, p. 1351 
Republic of Finland, 34-13397, 3/22/77, no. 17, p. 2099 

Savannah Electric and Power Co., 34-13021, 11/30/76, no. 1, p. 1065 
Shearson Hayden Stone, Inc., 34-13180. 1/18/77, no. 8, p. 1511 

Southern Pacific Transportation Co., 34-13180, 1/18/77, no. 8, p. 1511 
Southern Railway Company, 34-13013, 11/29/76, no. 1, p. 1057 

Southern Railway-Carolina Division, 34-13013, 11/19/76, no. 1, p. 1057 
Sperry Rand Financial Corp., 34-13397, 3/22/77, no. 17, p. 2099 

Standard Oil Co., 34-13312, 3/1/77,no. 14, p. 1881; 34-13344, 3/9/77, no. 15, p. 1945 
Sycor Inc., 34-13259, 2/14/77, no. 12, p. 1721 

Tandy Corp., 34-13267, 2/16/77, no. 12, p. 1724 

Texas Eastern Corporation, 34-13121, 12/29/76, no. 6, p. 1351 

Texas Gas Transmission Corporation, 34-13013, 11/29/76, no. 1, p. 1057 
Texasgulf, Inc., 34-13267, 2/16/77, no. 12, p. 1724 

Toledo Edison Co., 34-13207, 1/26/77, no. 9, p. 1560 

Trailmobile Finance Co., 34-13312 3/1/77, no. 14, p. 1881 

Transamerica Corp., 34-13312, 3/1/77, no. 14, p. 1881 

Transcontinental Gas Pipe Line Corp., 34-13200, 1/25/77, no. 9, p. 1558 

Twin Disc, Inc., 34-13397, 3/22/77, no. 17, p. 2099 

Union Carbide Corp., 34-13267, 2/16/77, no. 12, p. 1724 

United Illuminating Company, 34-13013, 11/29/76, no. 1, p. 1057 

Universal Foods Corp., 34-13312, 3/1/77, no. 14, p. 1881 

Utah Power & Light Co., 34-13150, 1/11/77, no. 7, p. 1423 

Warner Communications, Inc., 34-13150, 1/11/77, no. 7, p. 1423; 34-13329, 3/4/77, no. 15, p. 1938 
Weyerhaeuser Co., 34-13021, 11/30/76, no. 1, p. 1065 

Whittaker Corporation, 34-13180, 1/18/77, no. 8, p. 1511 

Wisconsin Telephone Co., 34-13169, 1/14/77, no. 8, p. 1507 


Applications to Strike from Listing and Registration ; 

Canada Southern Railway Co., granted, 34-13260, 2/14/77, no., 12, p. 1721 

Deseret Pharmaceutical Company, Inc., granted, 34-13260, 2/14/77, no. 12, p. 1721 

Milgo Electronic Corp., granted, 34-13445, 4/13/77, no. 20, p. 2234 

Morse Electro Products Corp., granted, 34-13365, 3/14/77, no. 16, p. 1999 

New York, Susquehanna & Western Railway Company, granted, 34-13330, 3/4/77, no. 15, p. 1938 

Royal Industries, Inc., granted 34-13445, 4/13/77, no. 20, p. 2234 

Sprague Electric Co., granted, 34-13236, 2/2/77, no. 10, p. 1632 

Union Pacific Railroad Company, 34-13298, 2/25/77, no. 14, p. 1870; granted, 34-13399, 3/23/77, no., 17, p. 2099 


Proposed Rule Changes 


Audit committee requirement, NYSE-77-3, 34-13245, 2/4/77, no. 11 p. 1672; approved, 34-13346, 3/9/77, no. 15, p. 
1945 


Capital requirements for registered traders and title change to ‘‘competitive traders,” NYSE-76-37, approved, 34-13177, 
1/17/77, no. 8, p. 1510 


Fidelity bonding requirements, NYSE-77-7, 34-13380, 3/16/77, no. 16, p. 2006 
Involvement of member and associated persons in activities outside of a member organization’s business and requirement 


of notice to NYSE of any person in a control relationship with a member or member organization, NYSE-77-11, 
34-13415, 3/30/77, no. 18, p. 2154 


Membership or participation in a member organization restricted on basis of citizenship, rescission, NYSE-77-9, approved, 
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34-13413, 3/30/77, no. 18, p. 2153 

“Percentage Orders,” to redefine term, NYSE-76-57, 34-13040, 12/3/76, No. 2, p. 1118 

Prior Exchange approval of advertisements, radio and television broadcasts and telephone market reports, NYSE-76-53, 
approved, 34-13238, 2/2/77, no. 10, p. 1632 

Provision enabling NYSE to direct a member to sever a business connection if interest or good repute of NYSE could 
suffer, rescission, NYSE-77-10, 34-13414, 3/30/77, no. 18, p. 2154 

“Security,” redefinition, NYSE-77-2, 34-13219, 1/28/77, no. 10, p. 1626; approved, 34-13371, 3/14/77, no. 16, p. 2001 

Specialists, odd-lot dealers, and registered traders to trade listed options upon underlying specialty stocks and underlying 
stocks in which members hold a position, NYSE-76-54, ext. of time for comment, 34-13157, 1/12/77, no. 7, p. 1446 

Specialists, procedures and criteria relating to competition, NYSE-77-6, 34-13319, 3/1/77, no. 14, p. 1884 

Stock Clearing Corporation, transfer of clearing agency business to National Securities Clearing Corporation, NYSE-76-29, 
approved, 34-13182, 1/18/77, no. 8, p. 1512 


Non-public information, see 34-13012, 11/26/76, no. 1, p. 1055; LR-7677, 12/1/76, no. 1, p. 1111; LR-7690, 12/8/76, 
no. 2, p. 1159; LR-7728, 1/6/77, no. 6, p. 1403; 34-13210, 1/27/77, no. 9, p. 1561; LR-7804, 3/1/77, no. 14, p. 1916; 
34-13437, 4/8/77, no. 20, p. 2231 


Oil and gas leases, see LR-7665, 11/29/76, no. 1, p. 1108; LR-7667, 7668 & 7669, 11/29/76, no. 1, p. 1109; LR-7672, 
11/29/76, no. 1, p. 1110; LR-7675, 7676, 11/30/76, no. 1, p. 1111; 33-5786, 12/16/76, no. 4, p. 1201; 33-5787, 
12/16/76, no. 4, p. 1202; 33-5788, 5789, 12/16/76, no. 4, p. 1203; 33-5790, 12/16/76, no. 4, p. 1204; LR-7698, 
12/17/76, no. 4, p. 1266; LR-7702, 12/22/76, no. 5, p. 1343; LR-7706, 12/22/76, no. 5, p. 1345; LR-7718, 7719, 
12/30/76, no. 6, p. 1399; LR-7727, 1/5/77, no. 6, p. 1402; LR-7729, 1/6/77, no. 6, p. 1403; LR-7750, 1/25/77, 
no. 9, p. 1578; LR-7755, 1/25/77, no. 9, p. 1580; LR-7756, 1/25/77, no. 9, p. 1580; 33-5801, 34-13227, 35-19862, 
2/2/77, no. 10, p. 1609; LR-7773, 2/10/77, no. 11, p. 1711; LR-7775, 2/10/77, no. 11, p. 1711; LR-7785, 7786, 
2/15/77, no. 12, p. 1775; LR-7790, 2/22/77, no. 13, p. 1858; LR-7807, 3/3/77, no. 14, p. 1918; LR-7812, 3/7/77, 
no. 15, p. 1983; LR-7818, 3/11/77, no. 16, p. 2036; LR-7821, 3/16/77, no. 16, p. 2037; LR-7831, 3/21/77, no. 17, 
p. 2141; LR-7834, 3/21/77, no. 17, p. 2141; LR-7839, 3/23/77, no. 17, p. 2145; LR-7848, 3/28/77, no. 18, p. 2186; 
LR-7852, 4/1/77, no. 19, p. 2223; LR-7857, 4/6/77, no. 19, p. 2226; LR-7859, 4/6/77, no. 19, p. 2226; LR-7871, 
4/14/77, no. 20, p. 2266; LR-7872, 4/14/77, no. 20, p. 2267 


OPTIONS CLEARING CORPORATION 


Proposed Rule Changes 

Automatic exercise procedure for call option contracts, OCC-76,10, approved, 34-13155, 1/12/77, no. 7, p. 1424 

Net capital requirements, OCC-76-3, amendment #2, approved, 34-13263, 2/15/77, no. 12, p. 1722 

Put option contracts, issuance, clearance and settlement, OCC-75-7, approved, 34-13428, 4/4/77, no. 19, p. 2191 

Settlement of exercised option contracts, OCC-76-11, 34-13217, 1/28/77, no. 10, p. 1625; approved, 34-13331, 3/4/77, 
no. 15, p. 1938 


PACIFIC SECURITIES DEPOSITORY TRUST COMPANY 


Proposed Rule Changes 
Interface fees between certain depositories, PSD-77-1, 34-13392, 3/18/77, no. 17, p. 2091 
Transfer agent custodian program, PSD-76-1, approved, 34-13277, 1/17/77, no. 12, p. 1748 


PACIFIC STOCK EXCHANGE 


Applications for Listing and Registration 

Baker Industries, Inc., 34-13021, 11/30/76, no. 1, p. 1065 

Executive Industries, Inc., 34-13312, 3/1/77, no. 14, p. 1881; 34-13383, 3/17/77, no 16, p. 2007 
Federal Company, The, 34-13169, 1/14/77, no. 8, p. 1507 

Harrah’s 34-13321, 3/2/77, no. 1. p. 1885 

IHOP Corp., 34-13054, 12/10/76, no. 3, p. 1171 

Pacific Telephone and Telegraph Co., The, 34-13397, 3/22/77, no. 17, p. 2099 

RCL Corp., 34-13444, 4/13/77, no. 20, p. 2234 

Texas Eastern Corp., 34-13121, 12/29/76, no. 6, p. 1351 

Tropicana Products, Inc., 34-13180, 1/18/77, no. 8, p. 1511 
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Applications to Strike from Listing and Registration 

Continental Mortgage Investors, 34-13178, 1/18/77, no. 8, p. 1511 
Midcon Industries, Inc., 34-13178, 1/18/77, no. 8, p. 1511 

Pacific Resources, Inc., 34-13422, 4/1/77, no. 19, p. 2190 
Servisco, 34-13365, 3/14/77, no., 16, p. 1999 


Applications for Unlisted Trading Privileges 


Houston Oil & Minerals Corp., 34-12991, 12/7/76, no. 2, p. 1116; granted, 34-13094, 12/22/76, no. 5, p. 1268 
Pacific Resources, Inc., 34-13423, 4/1/77, no. 19, p. 2190 


Proposed Rule Changes 

Alternate specialists to assist the primary specialist in maintaining a fair and orderly market, PSE-77-5, 34-13304, 2/28/77, 
no. 14, p. 1875 

Approval and withdrawal of approval of securities underlying exchange listed options, PSE-76-37, notice and order 
approving, 34-13058, 12/10/76, no. 3, p. 1173 

Board, expansion from 13 to 15 members, PSE-76-39, 34-13117, 12/29/76, no. 6, p. 1350; approved, 34-13208, 
1/26/77, no. 9, p. 1561 

Capital requirements, competing specialist, PSE-77-6, 34-13317, 3/1/77, no. 14, p. 1883 

Constitution, conforming provisions with Securities Acts Amendments of 1975, PSE-77-2, 34-13204, 1/25/77, no. 9, p. 
1559 

Dual trading, clarification of references to Exchange option transactions and Exchange transactions, PSE-76-34, approved, 
34-13129, 1/4/77, no. 6, p. 1358 

Floor Representatives of member organizations, procedures re registration, PSE-76-35, 34-13009, 11/26/76, no. 1, p. 
1054; approved, 34-13287, 2/22/77, no. 13, p. 1812 

Floor Representatives designation of and requirement that they be members or nominee members, PSE-77-1, 34-13206, 
1/26/77, no. 9, p. 1560; approved, 34-13288, 2/22/77, no. 13, p. 1812 

“Local security” and “dually traded security,” definition of terms, PSE-76-33, 34-13010, 11/26/76, no. 1, p. 1054; 
approved, 34-13135, 1/4/77, no. 6, p. 1360 

Member organizations handling floor brokerage for each other, PSE-77-7, 34-13320, 3/1/77, no. 14, p. 1884 

Multiple cycle trading, letter to PSE re PSE-76-11 indicating that the Commission does not now anticipate approving any 


such proposal this year, 34-13327, 3/3/77, no. 14, p. 1887; amendment to proposal, 34-13442, 4/12/77, no. 20, p. 
2233 


Option classes, PSE-76-40, 34-13161, 1/13/77, no. 7, p. 1448 

Put options trading, text of letter re pending proposal PSE-76-8, 34-13401, 3/23/77, no. 17, p. 2100 

“Series of Options,” definition of term, PSE-77-4, 34-13231, 2/1/77, no. 10, p. 1630; approved, 34-13370, 3/14/77, no. 
16, p. 2001 

Specialists to trade listed options on their specialty stocks and members, while on the equity floor, to trade stocks for 
which they hold listed options positions, PSE-76-38, filed and approved, 34-13269, 2/16/77, no 12, p. 1741 

Suitability standards for put option writing, PSE-76-19, approved, 34-13148, 1/10/77, no. 7, p. 1416 

Transactions in PSE listed securities o-t-c with third market makers and non-member block positioners, PSE-77-3, 
34-13221, 1/28/77, no. 10, p. 1626; approved, 34-13358, 3/11/77, no. 16, p. 1992 


PHILADELPHIA STOCK EXCHANGE, INC. 


Dual trading, announcement of opportunity to appear before the Commission to discuss the practice of allowing options 
of the same class and expiration date to be traded on more than one exchange, 34-13325, 3/3/77, no. 14, p. 1886 


Applications for Listing and Registration 
Amas Inc., 34-13329, 3/4/77, no. 15, p. 1938 
Texas Eastern Corp., 34-13121, 12/29/76, no. 6, p. 1351 


Applications to Strike from Listing and Registration 
Peoria and Eastern Railway Company, 34-13197, 1/24/77, no. 9, p. 1555 
Southeastern Public Service Co., 34-13236, 2/2/77, no. 10, p. 1632 


Applications for Unlisted Trading Privileges 
American Greetings Corp., 34-13384, 3/17/77, no. 16, p. 2008 
Atlas Corporation, 34-13425, 4/6/77, no. 19, p. 2191 


Bally Manufacturing Corp., 34-13352, 3/10/77, no. 15, p. 1952; granted, 34-13443, 4/13/77, no. 20, p. 2234 
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Best Products Co., Inc., 34-13425, 4/6/77, no. 19, p. 2191 

Blue Bell, Inc., 34-13425, 4/6/77, no. 19, p. 2191 

Centronics Data Computer Corporation, 34-12991, 12/7/76, no. 2, p. 1116 

Champion Spark Plug Company, 34-12991, 12/7/76, no. 2, p. 1116 

Coca-Cola Bottling Company of New York, Inc., 34-13425, 4/6/77, no. 19, p. 2191 

Combined Insurance Company of America, 34-13384, 3/17/77, no. 16, p. 2008 

General Explora-Company, 34-13425, 4/6/77, no. 19, p. 2191 

Grand Union Co., The, 34-13352, 3/10/77, no. 15, p. 1952; granted, 34-13443, 4/13/77, no. 20, p. 2234 
Grolier Incorporated, 34-13425, 4/6/77, no. 19, no. 19, P. 2191 

Honda Motor Co., Ltd., 34-13262, 2/15/77, no. 12, p. 1722; granted, 34-13311, 3/1/77, no. 14, p. 1881 
Kearney & Trecher Corp., 34-13384, 3/17/77, no. 16, p. 2008 

Kewanee Industries, Inc., 34-13235, 2/2/77, no. 10, p. 1631; granted, 34-13287, 2/15/77, no. 14, p. 1870 


National Mines Service Co., 34-13164, 1/13/77, no. 7, p. 1484; granted, 34-13234, 2/2/77, no. 10, p. 1631; 34-13252, 
2/10/77, no. 11, p. 1678 


Pennzoil Offshore Gas Operators, 34-13384, 3/17/77, no. 16, p. 2008 
Pioneer Electronic Corporation. 34-13425, 4/6/77, no. 19, p. 2191 
Pitney-Bowes, Inc., 34-13262, 2/15/77, no. 12, p. 1722; granted, 34-13311, 3/1/77, no. 14, p. 1881 


Sabine Royalty Corp., 34-13120, 12/28/76, no. 6, p. 1351; approved, 34-13165, 1/13/77, no. 7, p. 1484 
Varian Associates, 34-13179, 1/18/77, no. 8, p. 1511 


Proposed Rule Changes 


Affiliation of Exchange President with wholly-owned corporate subsidiaries of Exchange, PHLX-77-2, 34-13412, 3/30/77, 
no. 18, p. 2153 


Approval and withdrawal of approval of securities underlying exchange listed options, PHLX-76-22, 34-13080, 12/16/76, 
no. 4, p. 1220 


Automatic execution system for limit orders up to 299 shares, PHLX-76-23, 34-13171, 1/14/77, no. 8, p. 1507; approved, 
34-13432, 4/5/77, no. 19, p. 2193 
Fidelity bonding requirements, PHLX-77-4, 34-13421, 4/1/77, no. 19, p. 2189 


Member Trading Reports and Reports of Open Exercise Positions, PHLX-76-20, 34-13158, 1/13/77, no. 7, p. 1446; 
approved, 34-13290, 23/23/77, no. 13, p. 1813 


Option classes, increase from 40 to 70, PHLX-76-18, 34-13071, 12/14/76, no. 3, p. 1179 

Option rules applicable to all Exchange members and member organizations, PHLX-76-19, 34-13098, 12/22/76, no. 5, p. 
1278 

Put options trading, text of letter re pending proposal PHLX-76-10, 34-13401, 3/23/77, no. 17, p. 2100 

Rules 213 and 454, PHLX-76-15, approved, 34-13016, 11/29/76, no. 1, p. 1059 

Unlisted trading privileges, PHLX-77-1, 34-13361, 3/11/77, no. 16, p. 1997 


Political contributions, domestic, see LR-7759, 1/27/77, no. 9, p. 1581; LR-7760, 1/31/77, no. 10, p. 1662; 34-13249, 
2/9/77, no. 11, p. 1676 


Ponzi schemes ( see LR-7702, 12/22/76, no. 5, p. 1343 
Pyramid promotions) 


Questionable payments, see LR-7717, 12/30/76, no. 6, p. 1398; LR-7759, 1/27/77, no. 9, p. 1581; LR-7760, 1/31/77, 
no. 10, p. 1662; LR-7863, 4/8/77, no. 20, p. 2260 


RULES OF PRACTICE 


Rule 24, Incorporation by reference, amended 33-5818, 34-13393, 35-19945, 39-460, IC-9682, |A-578, 3/18/77, no. 17, 
p. 2041 


SECURITIES ACT OF 1933 


Forms 

Proposed Form S-14A, optional form for registration of securities of certain issuers to be offered in certain trnasactions 
under Rule 145, ext. of time for comment to 1/10/77, 33-5781, 34-13057, 35-19803, IC-9564, 12/10/76, no. 3, p. 
1163; Commission has determined not to adopt, but plans to explore alternatives to develop a new optional short form 
registration for business combination transactions, 33-5806, 34-13276, 35-19887, IC-96501, 2/16/77, no. 12, p. 1716 

Forms S-1, S-4, S-5 and S-8, proposed amendment re brokerage placement policies and practices, 33-5772, 34-13024, 
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IC-9547, 1A-554, 11/30/76, no. 1, p. 1044; comment period extended to 2/14/77, 33-5798, 34-13151, IC-9601, 
1A-565, 1/11/77, no. 7, p.1412 

Forms S-7 and S-16, amended to add instruction re notice of intention to file registration statement, 33-5777, 34-13035, 
12/2/76, no. 1, p. 1051 

Forms S-1 and S-11, proposed amendment re disclosure of management background, extension of time for comment to 
1/31/77, 33-5783, 34-13072, 35-19810, IC-9570, 12/15/76, no. 3, p. 1164 

Form S-8, correction of amending release, 33-5767A, 12/17/76, no. 4, p. 1200 

Forms S-7 and S-16 amended to make these forms available to a larger number of issuers; Form S-9 rescinded, 33-5791, 
34-13083, 12/20/76, no. 4, p. 1205 

Form S-16, possible amendment under consideration to make the form available to a limited category of large companies 
for use in registering certain primary offerings, 33-5792, 12/20/76, no. 4, p. 1214 

Forms S-1 and S-11 amended re security ownership of certain beneficial owners and management, 33-5808, 34-13291, 
2/24/77, no. 13, p. 1779; correction, 33-5808A, 34-13291A, 3/14/77, no. 16, p. 1988 


Guides for preparation and Filing of Registration Statements 


Guide 30, Disclosure of Principal sources of Electric or Gas Revenues, amended, 33-5791, 34-13083, 12/20/76, no. 4, p. 
1205 


Rules 

Rule 429, Prospectus relating to several registration statements, proposed amendment, ext. of time for comment to 
1/10/77, 33-5781, 34-13057, 35-19803, IC-9564, 12/10/76, no. 3, p. 1163 

Rule 424, Filing of prospectuses, number of copies, and Rule 429, Prospectus relating to several registration statements, 
amended , 33-5811, 2/28/77, no. 14, p. 1864 


Rule 472, Filing of amendments; number of copies, amended, 33-5818, 34-13393, 35-19945, 39-460, IC-9682, 1A-578, 
3/18/77, no. 17, p. 2042 


SECURITIES EXCHANGE ACT OF 1934 


Forms 


Forms 10-K and 10-O, proposal re indication intention to file registration statement on Form S-7, Forms S-9 or Form S-16 
withdrawn, 33-5776, 34-13034, 12/2/76; modified version of proposal adopted in instructions, 33-5777, 34-13035, 
12/2/76, no. 1, p. 1051 


Forms X-17A-5, proposed amendment, and X-17A-10 and X-172-20, proposed revocation, 34-13100, 12/22/76, no. 5, p. 
1278 

Forms 8-K, 10-O and 10-K, current, quarterly and annual reports, amended, 34-13156, 35-19853, IC-9604, As-206, 
1/13/77, no. 7, p. 1425; corrected, 34-13156A, 35-19853A, IC-9604A, 2/28/77, no. 14, p. 1869 

Form X-17A-10, annual report of revenue and expenses, amended by addition of Schedule T, 34-13241, 2/3/77, no. 10, p. 
1634 

Forms 10 and 10-K amended re security ownership of certain beneficial owners and management, 33-5808, 34-13291, 
2/24/77, no. 13, p. 1779; correction, 33-5808A, 34-13291A, 3/14/77, no. 16, p. 1988 

Form X-17F-1A, Report for Missing, Lost, Stolen or Counterfeit Securities, adopted, 34-13280, 2/18/77, no. 13, p. 1804 


Proposed Form 13F, for reports of institutional investment managers pursuant to Section 13(f) and Rule 13f-1 
thereunder, 34-13396, 3/22/77, no. 17, p. 2092 


Rules 


Proposed Rule 28e2-1, Brokerage placement disclosure requirements for investment managers, 33-5772, 34-13024, 
1C-9547, |A-554, 11/30/76, no. 1, p. 1044; ext. of time for comment to 2/14/77, 33-5798, 34-13151, IC-9601, |A-565, 
1/11/77, no. 7, p. 1412 

Rule 15c3-1, Net capital requirements for brokers or dealers, proposed amendment, 34-13019, 11/19/76, no. 1, p. 1061; 
amended to continue the suspension of certain provisions pertaining to transactions in municipal securities until 
5/1/77, 34-13113, 12/28/76, no. 5, p. 1322; to clarify capital treatment of short term commercial paper, 34-13125, 
12/30/76, no. 6, p. 1353; re treatment of short term commercial paper, 34-13419, 3/31/77, no. 18, p. 2156 


Rules 14a-6, Material required to be filed, and 14c-5, Filing of information statement, amended, 34-13030, 12/2/76, no. 1, 
p. 1075 


Rule 15b10-11, Fidelity bonds, amended, 34-13031, 12/2/76, no. 1, p. 1076 
Rules 14a-3, Information to be furnished security holders; 14a-6, Material required to be filed; 14a-11, Special provisions 
applicable to election contests; 14a-12, Solicitation prior to furnishing required proxy statement; 14c-2, Distribution of 


information statement; and 14c-5, Filing of imformation statement, proposed amendment, ext. of time for comment to 
1/10/77, 33-5781, 34-13057, 35-19803, IC-9564, 12/10/76, no. 3, p. 1163 
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Rule 14a-101, proposed amendment re disclosure of management background, ext. of time for comment to 1/31/77, 
33-5783, 34-13072, 35-19810, IC-9570, 12/15/76, no. 3, p. 1164 

Rule 17f-1, Requirements for reporting and inquiry with respect to missing, lost, counterfeit or stolen securities, adopted, 
34-13053, 12/10/76, no. 3, p. 1165 

Proposed Rule 10a3(T), Short sales of listed securities [Alternatives A,B and C] and Proposed Rule 10b-11, Requirement 
of borrowing in connection with short sales, 34-13091, 12/21/76, no. 4, p. 1229; ext. of time for comment, 34-13248, 
2/8/76, no. 11, p. 1675 

Proposed Rule 10b-21, Restrictions on short sales in connection with public offerings [revised version] and Rule 17a-3, 
Records to be made by certain exchange members, brokers and dealers, revised proposed amendment, 34-13092, 
12/21/76, no. 4, p. 1248; ext. of time for comment, 34-13248, 2/8/77, no. 11, p. 1675 

Rules 16b-3, Exemption from section 16(b) of acquisitions of shares of stock and stock options and stock appreciation 
rights under certain stock incentive, stock option or similar plans, and 16a-6, Certain transactions subject to section 
16(a), amended, 34-13097, 35-19819, IC-9582, 12/22/76, no. 5, p. 1269 

Rules 17a-4, 17a-5, 17a-10, 17a-11, 17a-13, 17a-18, 17a-19, 17a-20 and 15c3-3, proposed amendment to facilitate 
application of a streamlined system of financial and operational reporting and to achieve a further reduction in the 
quantity and frequency of reports which must be filed by brokers and dealers, 34-13100, 12/22/76, no. 5, p. 1278 

Rule 17f-2, Fingerprinting of securities industry personnel, amended, 34-13105, 12/23/76, no. 5, p. 1311 

Rules 17a-3 and 17a-4, proposed amendments to establish recordkeeping requirements for municipal securities brokers and 
municipal securities dealers, 34-13106, 12/23/76, no. 5, p. 1313 

Rules 17a-3, 17a-4 and 17a-11, interpretations with respect to application to brokers and dealers effecting transactions 
solely in municipal securities extended to 4/1/77, 34-13108, 12/23/76, no. 5, p. 1316; further extended to 4/25/77, 
34-13362, 3/14/77, no. 16, p. 1998 

Rule 17a-3, Records to be made by certain exchange members, brokers and dealers, proposed amendment, 34-13149, 
1/10/77, no. 7, p. 1416; ext. of time for comment, 34-13347, 3/9/77, no. 15, p. 1948, comment period further 
extended to 5/2/77, 34-13420, 3/31/77, no. 18, p. 2158 

Rules 13a-11, 13a-13, 15d-11 and 15d-13, re current and quarterly reports, and Rule 14a-101, Schedule 14A, Information 
required in proxy statement, amended, 34-13156, 35-19853, IC-9604, AS-206, 1/13/77, no. 7, p. 1425; corrected, 
34-13156A, 35-19853A, IC-9604A, 2/28/77, no. 14, p. 1869 

Proposed Rules 13b-1, Accounting records; 13b-2, Internal controls system for accounting records; 13b-3, Falsification of 
accounting records; 13b-4, Obstruction of accountants; and Rule 14a-101, Schedule 14A. Information required in 
proxy statement, proposed amendment, 34-13185, 1/19/77, no. 8, p. 1514; ext. of time for comment, 34-13381, 
3/16/77, no. 16, p. 2006 

Proposed Rule 3a4-1, Associated persons of an issuer deemed not to be brokers, 34-13195, 1/21/77, no. 9, p. 1552 

Rule 12a-6, Exemption of securities underlying certain potions from section 12(a), proposed amendment, 34-13247, 
2/7/77, no. 11, p. 1673; ext. of time for comment, 34-13395, 3/18/77, no. 17, p. 2091 

Rule 17a-4, Records to be preserved by certain exchange members, brokers and dealers, proposed amendment, 34-13273, 
2/16/77, no. 12, p. 1746 

Rules 13d-1, 2, 3, 4, 5, 6 and 101 amended or adopted relating to disclosure by certain beneficial owners of securities, 
33-5808, 34-13291, 2/24/77, no. 13, p. 1779; correction, 33-5808A, 34-13291A, 3/14/77, no. 16, p. 1988 

Rule 17f-1, Requirements for reporting and inquiry with respect to missing, lost, counterfeit or stolen securities, amended, 
34-13280, 2/18/77, no. 13, p. 1804; proposed amendment, 34-13281, 2/18/77, no. 13, p. 1807 

Rules 13d-3, 13d-5 and 13d-101 relating to disclosure of beneficial ownership of securities, proposed amendment, 
34-13292, 2/24/77, no. 13, p. 1814 

Proposed Rules 17Ad-1, 2, 3, 4, 5, 6, 7, relating to regulation of transfer agents, 34-13293, 2/24/77, no. 13, p. 1818 

Rules 17a-3, and 17a-4 amended to establish recordkeeping requirements for municipal securities brokers and municipal 
securities dealers, 34-13295, 2/24/77, no. 13, p. 1832 

Rule 15c2-11, Initiation or resumption of quotations without specific information, amended, 34-13310, 2/28/77, no. 14, 
p. 1880 

Rule 16b-3, Exemption from section 16(b) of acquisitions of shares of stock and stock options and stock appreciation 
rights under certain stock incentive, stock options or similar plans, proposed amendment, 34-13385, 35-19936, 
1C-9678, 3/17/77, no. 16, p. 2008 

Rule 12b-34, Basic documents, rescinded, 33-5818, 34-13393, 35-19945, 39-460, IC-9682, |A-578, 3/18/77, no. 17, p. 
2041 

Proposed Rules 11a1-3, Transactions for accounts subject to investment discretion; 11a2-1, Transactions for the account 
of a member; and 11a-2-2, Members’ transactions effected through other members, 34-13388, 3/18/77, no. 17, p. 2049 

Proposed Rule 13f-1, Reporting by institutional investment managers of information with respect to accounts over which 
investment discretion is exercised, 34-13396, 3/22/77, no. 17, p. 2092 


Self-regulatory organixations, see 34-13027, 12/1/76, no. 1, p. 1066 
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Silver bullion and refining contracts, see LR-7671, 11/29/76, no. 1, p. 1110; LR-7703, 12/22/76, no. 5, p. 1344 
STOCK CLEARING CORPORATION OF PHILADELPHIA 


Proposed Rule Changes 


Guarantee of delivery of securities in connection with tender offers, SCCP-76-4, 34-13144, 1/10/77, no. 7, p. 1414; 
approved, 34-13303, 2/25/77, no. 14, p. 1875 


SUSPENSIONS OF TRADING 


Ametex Corp., 34-13301, no. 14, p. 1871 

Aminex Resources Corporation, 34-13049, no. 2, p. 1123 

Chemtrust Industries Corporation, 34-13436, no. 19, p. 2195 

Diversified Earth Sciences, Inc., 34-13243, no. 11, p. 1671 

ECI Industries, 34-13082, no. 8, p. 1505 

Europa Group, Inc., 34-13379, no. 16, p. 2005 

Fay’s Drug Company, Incorporated, 34-13376, no. 16, p. 2004; 34-13402, no. 17, p.2102 

Five Star Coal Co., Inc., 34-13300, no. 14, p. 1871 

Gemex Minerals, Inc., 34-13102, no. 5, p. 1310 

International Systems & Controls Corp., 34-13435, no. 19, p. 2195 

King Resources Co., 34-13193, no. 9, p. 1549; 34-13193A, no. 9, p. 1549 

Lawrys Foods, Inc., 34-13376, no. 16, p. 2004; 34-13402, no. 17, p. 2102 

Olympia Brewing Co., 34-13376, no. 16, p. 2004; 34-13402, no. 17, p. 2102 

Omni-Rx Health Systems, 34-13101, no. 5, p. 1310 

Ormont Drug & Chemical Co., Inc., 34-13430, no. 19, p. 2192 

Penn Central Company, Penn Central Transportation Company, New York Central Railroad Company, Beech Creek 
Railroad Company, Cleveland and Pittsburgh Railroad Company, Cleveland-Cincinnati-Chicago & St. Louis Railway 
Company, Connecting Railway Company, Delaware Railroad Company, Detroit Manufacturers Railroad, Elmira and 
Williamsport Railroad Company, Erie and Pittsburgh Railroad Company, Little Miami Railroad Company, Mahoning 
Coal Railroad Company, Michigan Central Railroad Company, New York and Harlem Railroad Company, New York 
Connecting Railroad Company, New York-New Haven & Hartford Railroad Company, Northern Central Railway 
Company, Peoria and Eastern Railway Company, Philadelphia and Trenton Railroad Company, Philadelphia Baltimore 
and Washington Railroad Company, Pittsburgh-Cincinnati-Chicago and St. Louis Railroad Company, Pittsburgh-Ft. 
Wayne and Chicago Railway Company, Pittsburgh-Youngstown and Ashtabula Railway Company, United New Jersey 
Railroad and Canal Company, 34-13064, no. 3, p. 1176 

Robino-Ladd Company, 34-13086, no. 4, p. 1227 

Rom-Amer Pharmaceuticals, Ltd., 34-13403, no. 17, p. 2103 

Scanforms, Inc., 34-13203, no. 9, p. 1561 

Stange Company, 34-13376, no. 16, p. 2004; 34-13402, no. 17, p. 2102 

Stratford of Texas, Inc., 34-13146, no. 7, p. 1415 

Western Geothermal & Power Corp., 34-13314, no. 14, p. 1882 


Whisky investment contracts, see LR-7711, 12/27/76, no. 5, p. 1347 


ALPHABETICAL LIST OF PERSONS AND COMPANIES NAMED IN NOTICES, ORDERS, FINDINGS, OPINIONS, 
ADMINISTRATIVE PROCEEDINGS, AND OTHER COMMISSION RELEASES 


Aaron & Co., Inc., E. L., 34-13014, 34-13015, no. 1, p. 1058 

Aaron, Edward L., 34-13014, 34-13015, no. 1, p. 1058 

Aaron, Peter E., 34-13014, no. 1, p. 1058 

Abrams, Alvin, 34-13194, no. 9, pp. 1549 & 1552 

Admiralty Fund, |C-9543, no. 1, p. 1097 

Admiralty Investment Plans for the Accumulation of Shares of Admiralty Fund Growth Series, 1C-9621, no. 9, p. 1575; 
1C-9653, no. 13, p. 1854 

Admiralty Investment Plans for the Accumulation of Shares of Admiralty Fund Insurance Series, IC-9621, no. 9, p. 1575; 
1C-9653, no. 13, p. 1854 

Advance Investors Corporation, IC-9573, no. 3, p. 1195; IC-9623, no. 10, p. 1646 

Advanced Systems, Incorporated, 34-13141, no. 7, p. 1413; 34-13211, no. 9, p. 1562 

Adventure Line Manufacturing Company, Inc., LR-7752, no. 9, p. 1579; LR-7761, no. 10, p. 1663 
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Advisers Fund, Inc., 1C-9646, no. 12, p. 1767; IC-9675, no. 16, p. 2029 

AEtna Variable Annuity Account B, IC-9706, no. 19, p. 2204 

AEtna Variable Annuity Account C, IC-9706, no. 19, p. 2204 

AEtna Variable Annuity Account E, IC-9706, no. 19, p. 2204 

AEtna Variable Annuity Life Insurance Company, IC-9706, no. 19, p. 2204 

Affiliated Fund, Inc., |\C-9668, no. 15, p. 1979; IC-9710, no. 19, p. 2213 

Airways Enterprises, Inc., LR-7742, no. 8, p. 1543 

Alabama Power Company, 35-19799, no. 2, p. 1143; 35-19846, no. 7, p. 1489; 35-19857, no. 9, p. 1566; 35-19860, no. 9, 
p. 1570; 35-19873, no. 11, p. 1680; 35-19900, no. 13, p. 1847; 35-19901, no. 13, p. 1848; 35-19915, no. 14, p. 1902; 
35-19917, no. 15, p. 1955; 35-19968, no. 18, p. 2172; 35-19985, no. 20, p. 2248 

Alabama Property Company, 35-19846, no. 7, p. 1489; 35-19873, no. 11, p. 1680 

Albanese & Co., Inc., E. J., LR-7666, no. 1, p. 1108; LR-7696, no. 4, p. 1265 

Albanese, Eugene J., LR-7666, no. 1, p. 1108 

Alcock, Thomas R., LR-7782, no. 12, p. 1773 

All American Fund, IC-9714, no. 19, p. 2221; LR-7867, no. 20, p. 2263 

Allard, Jean V., LR-7779, no. 12, p. 1772 

Allegheny Pittsburgh Coal Company, 35-19780, no.1, p. 1085; 35-19838, no. 6, p. 1379 

Allegheny Power System, Inc., 35-19808, no. 3, p. 1184; 35-19970, no. 18, p. 2175; 35-19971, no. 19, p. 2196 

Allen, R. C., LR-7723, no. 6, p. 1401 

Allen, Robert Carter, LR-7723, no. 6, p. 1401 

Allgaier, Richard G., 34-13250, no. 11, p. 1678 

Alliance Capital Management Corporation, 1C-9558, no. 2, p. 1151 

Allied Chemical Corporation, LR-7811, no. 15, p. 1982 

Allied Management and Systems, Inc., LR-7867, no. 20, p. 2263 

Allison-James, Inc., 34-13025, no. 1, p. 1065; 34-13257, no. 12, p. 1720 

Alston, Ralph, Jr., LR-7847, no. 17, p. 2148 

American Airlines, Inc., 34-13249, no. 11, p. 1676; 39-463, no. 18, p. 2177 

American Beef Packers, Inc., LR-7733, no. 7, p. 1502 

American Electric Power Company, Inc., 35-19794, no. 2, p. 1135; 35-19816, no. 5, p. 1327; 35-19820, no. 5, p. 1330; 
35-19828, no. 6, p. 1367; 35-19879, no. 11, p. 1687; 35-19935, no. 16, p. 2020; 35-19938, no. 16, p. 2022; 35-19949, 
no. 17, p. 2113; 35-19950, no. 17, p. 2114; 35-19952, no. 17, p. 2118; 35-19976, no. 20, p. 2235; 35-19977, no. 20, 
p. 2236; 35-19984, no. 20, p. 2246 

American Electric Power Service Corporation, 35-19890, no. 12, p. 1758; 35-19942, no. 17, p. 2107; 35-19981, no. 20, p. 
2243 

American Food Management, Inc., LR-7787, no. 13, p. 1857 

American Fund Services Ltd., 34-13225, IC-9624, no. 10, p. 1628 

American General Municipal Bond Fund, Inc., 1C-9542, no. 1, p. 1091; IC-9577, no. 4, p. 1262 

American Hawaiian Land Fund, Inc., LR-7783, no. 12, p. 1774; LR-7820, no. 16, p. 2037 

American Hospital Supply Corporation, LR-7717, no. 6, p. 1398 

American Income Investments, Inc., 1C-9574, no. 4, p. 1259 

American Investors Management, Inc., LR-7783, no. 12, p. 1774; LR-7820, no. 16, p. 2037 

American Petroleum, Inc., LR-7818, no. 16, p. 2036 

American Realty Trust, LR-7827, no. 16, p. 2039 

American Special Fund, Inc., 1C-9563, no. 2, p. 1154 

Ametex Corporation, 34-13418, no. 18, p. 2156 

Aminex. Resources Corporation, LR-7844, no. 17, p. 2147; LR-7856, no. 19, p. 2225 

Ampeco Securities, Inc., 34-13354, no. 15, p. 1952 

Amswiss International Corp., 34-13011, no. 1, p. 1054 

Anchor Coupling Co., 34-13062, no. 3, p. 1175 

Anchor Daily Income Fund, Inc., 1C-9545, no. 1, p. 1099; IC-9591, no. 6, p. 1390; IC-9667, no. 15, p. 1977; IC-9711, no. 
19, p. 2214 

Anchor Fund, Inc., 1C-9666, no. 15, p. 1977 

Anchor Reserve Fund, Inc., 1C-9545, no. 1, p. 1099; IC-9591, no. 6, p. 1390; IC-9716, no. 19, p. 2223 

Anderson, Larry A., 1A-577, no. 16, p. 2036 

Apollo Oil Corporation, LR-7669, no. 1, p. 1109 

Appalachian Power Company, 35-19942, no. 17, p. 2107; 35-19980, no. 20, p. 2242; 35-19981, no. 20, p. 2243 

Applied Digital Data Systems, Inc., LR-7771, no. 11, p. 1710 

Aquilante, E. William, LR-7709, no. 5, p. 1346 

Aquino, Diane, LR-7709, no. 5, p. 1346; LR-7806, no. 14, p. 1917 
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Arabian American Oil Company, 35-19939, no. 17, p. 2104 

Arbuckle, Glenn T., LR-7807, no. 14, p. 1918; LR-7834, no. 17, p. 2141 

Arizona-Florida Development Corporation, LR-7800, no. 14, p. 1914 

Arkansas-Missouri Power Company, 35-19776, no. 1, p. 1082; 35-19826, no. 5, p. 1336; 35-19841, no. 6, p. 1382; 
35-19864, no. 10, p. 1639; 35-19872, no. 11, p. 1679; 35-19944, no. 17, p. 2110; 35-19978, no. 20, p. 2237; 
35-19979, no. 20, p. 2240 

Arkansas Power & Light Company, 35-19779, no. 1, p. 1084; 35-19786, no. 2, p. 1126; 35-19801, no. 2, p. 1144; 
35-19835, no. 6, p. 1376; 35-19881, no. 11, p. 1690; 35-19924, no. 15, p. 1967; 35-19943, no. 17, p. 2109; 35-19978, 
no. 20, p. 2237; 35-19979, no. 20, p. 2240 

Armor, William C., Jr., 34-13110, no. 5, p. 1318 

Ascot Oils, Inc., 33-5774, no. 1, p. 1050 

Associated Natural Gas Company, 35-19841, no. 6, p. 1382; 35-19864, no. 10, p. 1639; 35-19872, no. 11, p. 1679 

Association for Investment in United States Guaranteed Assets, Inc., IC-9679, no. 16, p. 2031; IC-9723, no. 20, p. 2259 

Astro Products of Kansas, Inc., LR-7774, no. 11, p. 1711; LR-7824, no. 16, p. 2038 

Astron Fund, Inc., 1C-9555, no. 2, p. 1146 

Atlantic General Corporation, LR-7700, no. 5, p. 1343 

Atlantic Richfield Company, 34-13131, no. 6, p. 1359 

Atlas Financial Services, LR-7683, no. 2, p. 1156 

Auger, Veloy, LR-7812, no. 15, p. 1983 

Axe-Houghton Fund B, Inc., IC-9639, no. 11, p. 1706; IC-9660, no. 14, p. 1907 

Axe-Houghton Income Fund, Inc., IC-9639, no. 11, p. 1706; IC-9660, no. 14, p. 1907; IC-9720, no. 20, p. 2255 

Axe-Houghton Stock Fund, Inc., 1C-9639, no. 11, p. 1706; IC-9660, no. 14, p. 1907 

Axe Securities Corporation, 1C-9639, no. 11, p.1706; IC-9660, no. 14, p. 1907; IC-9720, no. 20, p. 2255 

Axelrod, Arnold M., 34-13115, no. 5, pp. 1325 & 1326 


Bailey Associates, Inc., Pete, 34-13067, no. 3, p. 1177 
Bailey, Pete, Jr., 34-13067, no. 3, p. 1177 

Baker, Martin, LR-7870, no. 20, p. 2266 

Baker, T. Rushton, 34-13339, no. 15, p. 1942 

Baker, Welker and Company, Inc., 34-13339, no. 15, p. 1942 


Balestreri, Raymond, LR-7779, no. 12, p. 1772 

Balser, Martin, LR-7865, no. 20, p. 2262 

Bank of California, 1C-9621, no. 9, p. 1575; IC-9653, no. 13, p. 1854 
Bank of North Dakota, 34-13070, no. 3, p. 1179; 34-13446, no. 20, p. 2235 
Barber, H. Earl, FOIA-52, PA-4, no. 19, p. 2228 

Barber Oil Corporation, IC-9562, no. 2, 0. 1153 

Barnes, David, LR-7690, no. 2, p. 1159 

Barnes, Kenneth Raymond, LR-7675, no. 1, p. 1111 

Barness, Amnon, LR-7689, no. 2, p. 1158 

Barnett, Jack, LR-7862, no. 19, p. 2227 

Barrell, David W., LR-7697, no. 4,4p. 1265 

Barwick Industries, Inc., LR-7767, no. 10, p. 1666 

Batchelor, Wendell L., LR-7804, no. 14, p. 1916 

Bausch & Lomb, Inc., 34-13210, no. 9, p. 1561 

Becker, Bernell A., LR-7665, no. 1, p. 1108; LR-7706, no. 5, p. 1345 
Becker, Troy E., LR-7671, no. 1, p. 1110; LR-7703, no. 5, p. 1344 
BEE-LGEE Investment Fund, Inc., LR-7684, no. 2, p. 1157 

Beef Steak Charlie’s, Inc., LR-7690, no. 2, p. 1159 

Bell, Hugh, LR-7774, no. 11, p. 1711 

Belmont Oil Company, 33-5775, no. 1, p. 1051 

Benchmark Securities, Inc., 34-13286, 1|A-572, no. 13, p. 1811; 34-13335, |A-573, no. 15, p. 1940 
Bender, Emanuel N., LR-7665, no. 1, p. 1108; LR-7706, no. 5, p. 1345 
Bender, Robert S., LR-7665, no. 1, p. 1108; LR-7706, no. 5, p. 1345 
Beneficial Labs, Inc., LR-7720, no. 6, p. 1400; LR-7825, no. 16, p. 2038 
Benson, Carl, LR-7777, no. 11, p. 1712; LR-7826, no. 16, p. 2039 
Berdahl, Richard B., 34-13139, no. 6, pp. 1361 & 1366 

Berge, Eric, LR-7692, no. 3, p. 1196 

Berkley Land and Investment Corporation, 33-5795, no. 7, p. 1410 
Bernard, Donald R., 33-5807, 34-13283, no. 13, p. 1778 
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Bernstein, Marvin S., LR-7709, no. 5, p. 1346; LR-7806, no. 14, p. 1917 
Bilhartz, James R., LR-7832, no. 17, p. 2141 

Bio-Medical Sciences, Inc., LR-7728, no. 6, p. 1403 

Black, Hazel and Herschel, LR-7730, no. 6, p. 1403 

Blackstone Valley Electric Company, 35-19840, no. 6, p. 1380; 35-19880, no. 11, p. 1688 
Blair & Associates, Inc., LR-7751, no. 9, p. 1579; LR-7773, no. 11, p. 1711 
Blair, George E., LR-7751, no. 9, p. 1579; LR-7773, no. 11, p. 1711 

Blanchard, James U., Il, 34-13168, no. 7, p. 1484; LR-7735, no. 7, p. 1503; 34-13168, IA-566, no. 8, p. 1506 
Blank, Burton W., LR-7728, no. 6, p. 1403 

Blinder, Meyer, LR-7855, no. 19, p. 2225 

Blinder Robinson Company, Inc., LR-7855, no. 9, p. 2225 

Blonder, Bernard, LR-7683, no. 2, p. 1156 

Boden, John, LR-7682, no. 2, p. 1155 

Bojko, Zenon Dmytro, LR-7768, no. 10, p. 1667 

Booker Brothers, Inc., LR-7842, no. 17, p. 2146 

Booker, Fletcher Clement, LR-7842, no. 17, p. 2146 

Borden & Associates, Das A., 34-13258, no. 12, p. 1721 

Bossert, Robert, LR-7709, no. 5, p. 1346; LR-7806, no. 14, p. 1917 

Bove & Co., Inc., Kenneth, 34-13228, no. 10, p. 1629; 34-13285, no. 13, p. 1811 
Boyce, Frederic C., 34-13307, no. 14, p. 1877 

Boyer, Edward, LR-7777, no. 11, p. 1712; LR-7826, no. 16, p. 2039 

Bradford National Clearing Corporation, 34-13278, no. 12, p. 1749; 34-13386, no. 16, p. 2010 
Bradford, Robert W., LR-7764, no. 10, p. 1665; LR-7813, no. 15, p. 1983 
Bradpiece, Sidney, LR-7683, no. 2, p. 1156 

Brand, Cecil, LR-7668, no. 1, p. 1109 

Brawley, Orien Judson, 34-13025, no. 9, p. 1559 

Brennan Corporation, James E., LR-7686, no. 2, p. 1157 

Brennan Financial Services, Inc., LR-7685, LR-7686, no. 2, p. 1157 

Brennan, James E., LR- 7685, no. 2, p. 1157 

Bressman, Bruce, LR-7824, no. 16, p. 2038 

Bretz Enterprises, Inc., Kyle, LR-7671, no. 1, p. 1110; LR-7703, no. 5, p. 1344 
Bretz, Kyle G., LR-7671, no. 1, p. 1110; LR-7703, no. 5, p. 1344 

Brewer, William, LR-7675, no. 1, p. 1111 

Brinkley, Homer A., LR-7763, no. 10, p. 1664 

Brinkley, Robert T., LR-7763, no. 10, p. 1664 

Bristol-Myers International Finance Company, 34-13041, no. 2, p. 1118; 34-13084, no. 4, p. 1226 
British Petroleum Company Limited, The, 33-5794, no. 6, p. 1350 

Brockton Edison Company, 35-19840, no. 6, p. 1380; 35-19880, no. 11, p. 1688; 35-19973, no. 19, p. 2198 
Brodsky, Theodore H., LR-7876, no. 20, p. 2263 

Brown, Robert Edwin, LR-7800, no. 14, p. 1914 

Brown, William H., LR-7680, no. 1, p. 1112; LR-7822, no. 16, p. 2037 

Broyhill, Thomas J., LR-7827, no. 16, p. 2039 

Bruce, Duncan A., LR-7673, no. 1, p. 1110 

Bruckner, William, LR-7728, no. 6, p. 1403 

Brustein, Martin, LR-7862, no. 19, p. 2227 

Bryant, Foy E., LR-7802, no. 14, p. 1915 

Buchanan, Robert H., LR-7681, no. 1, p. 1113 

Buckeye Mines, Inc., LR-7800, no. 14, p. 1914 

Bullock, Ltd., Calvin, 1C-9645, no. 12, p. 1765; IC-9676, no. 16, p. 2030 
Bullock Fund, Inc., 1C-9645, no. 12, p. 1765; IC-9676, no. 16, p. 2030 

Bullock Tax-Free Shares, Inc., 1C-9645, no. 12, p.1765; IC-9676, no. 16, p.2030 
Burnett, Joseph A., Jr., LR-7763, no. 10, p. 1664 

Burreson & Company, LR-7864, no. 20, p. 2261 

Burreson, Rodney H., LR-7864, no. 20, p. 2261 

Butcher & Singer, Inc., |C-9644, no. 12, p. 1762; IC-9670, no. 15, p. 1980 


CNA Money Instruments, Inc., |C-9606, no. 8, p. 1528; IC-9640, no. 11, p. 1708 


CST Services, Inc., 35-19795, no. 2, p. 1137; 35-19829, no. 6, p. 1368 
Campbell, Robert N., 33-5797, no. 7, p. 1411 
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Campbell, Urcle C., LR-7789, no. 13, p. 1857 

Canadian Fund, Inc., IC-9645, no. 12, p. 1765; IC-9676, no. 16, p. 2030 

Canadian Javelin Limited, LR-7779, no. 12, p. 1772 

Canadian Pacific Limited, 39-451, no. 6, p. 1384; 39-452, no. 9, p. 1571 

Candiotty, Max, LR-7689, no. 2, p. 1158 

Capital Accumulation Program of Shares of Oppenheimer A.1.M. Fund, IC-9621, no. 9, p. 1575; IC-9653, no. 13, p. 1854 

Capital Consultants, Inc., |A-556, no. 1, p. 1107 

Capital Planning Associates, Inc., LR-7835, no. 17, p. 2142 

Capital Resource Corporation, I1C-9627, no. 10, p. 1653; IC-9659, no. 14, p. 1907 

Cappetro, Inc., LR-7702, no. 5, p. 1343; LR-7750, no. 9, p. 1578; LR-7786, no. 12, p. 1775 

Cardall, Richard T., LR-7740, no. 8, p. 1542 

Cardinal Fund, Inc., The, IC-9579, no. 5, p. 1338; IC-9613, no. 8, p. 1537 

Cardinal Operating Company, 35-19942, no. 17, p. 2107; 35-19981, no. 20, p. 2243 

Carolina Palmetto Income Investors, IC-9685, no. 17, p. 2128 

Carroll, Howard P., LR-7778, no. 12, p. 1771 

Casey, Francis S., LR-7697, no. 4, p. 1265 

Cash Management Trust of America, IC-9581, no. 5, p. 1340; IC-9614, no. 8, p. 1537 

Cassette Sciences Corporation, LR-7867, no. 20, p. 2263 

Caterinicchia, Frank, LR-7769, no. 10, p. 1667; LR-7794, no. 13, p. 1860 

Catizone, Pasquale, LR-7678, no. 1, p. 1112; LR-7709, no. 5, p. 1346; LR-7806, no. 14, p. 1917 

Cedar Coal Company, 35-19902, no. 13, p. 1849; 35-19942, no. 17, p. 2107; 35-19981, no. 20, p. 2243 

Central Appalachian Coal Company, 35-19942, no. 17, p. 2107; 35-19981, no. 20, p. 2243 

Central Coal Company, 35-19942, no. 17, p. 2107; 35-19981, no. 20, p. 2243 

Central Ohio Company, 35-19942, no. 17, p. 2107; 35-19981, no. 20, p. 2243 

Central Operating Company, 35-19942, no. 17, p. 2107; 35-19981, no. 20, p. 2243 

Central Power and Light Company, 35-19795, no. 2, p. 1137; 35-19829, no. 6, p. 1368; 35-19837, no. 6, p. 1378; 
35-19868, no. 10, p. 1642; 35-19876, no. 11, p. 1684 

Central and South West Corporation, 35-19795, no. 2, p. 1137; 35-19800, no. 2, p. 1144; 35-19811, no. 3, p. 1188; 
35-19829, no. 6, p. 1368; 35-19837, no. 6, p. 1378; 35-19850, no. 7, p. 1493; 35-19863, no. 10, p. 1638; 35-19868, 
no. 10, p. 1642; 35-19910, no. 14, p. 1898 

Central States, Southeast and Southwest Areas Pension Fund, IC-9687, no. 17, p. 2131; IC-9690, no. 17, p. 2134; 
1C-9722, no. 20, p. 2258 

Centron Corporation, LR-7693, no. 3, p. 1187 

Century Mortgage Co., Inc., LR-7081, no. 14, p. 1915; LR-7814, no. 15, p. 1983; LR-7845, no. 17, p. 2147. 

Century Petroleum Corporation, 33-5778, no. 2, p. 1115 

Channell, Thomas, LR-7864, no. 20, p. 2261 

Chapman, William H., LR-7700, no. 5, p. 1343 

Charter Company, The, 34-13132, no. 6, p. 1359 

Charter Fund, Inc., 1C-9631, no. 10, p. 1658; IC-9655, no. 14, p. 1904 

Chemex Corporation, 33-5771, no. 1, p. 1044 

Chestnut Street Exchange Fund, IC-9569, no. 3, p. 1192 

Childs, Donald S., 33-5793, no. 4, p. 1216 

Chiola, Nicholas A., 34-13136, no. 6, p. 1360 

Chromalloy American Corporation, LR-7850, no. 18, p. 2186 

Chwatt, Richard, LR-7862, no. 19, p. 2227 

City of New York, LR-7695, no. 4, p. 1265 

Clark, William B., LR-7778, no. 12, p. 1771 

Clinton Oil Company, LR-7673, no. 1, p. 1110 

Coal Creek Mining Company, LR-7778, no. 12, p. 1771 

Coastal Shellfish, LR-7866, no. 20, p. 2263 

Coate, Robert L., 34-13147, IC-9599, IA-564, no. 7, p. 1415 

Cockrell, James L., LR-7671, no. 1, p. 1110; LR-7703, no. 5, p. 1344 

Cohen, Morris, 34-13111, no. 5, pp. 1319 & 1322; 34-13328, no. 15, p. 1938 

Cojuangco, Ramon, LR-7736, no. 7, p. 1504 

Coker, Stephen C., LR-7726, no. 6, p. 1402 

Colonial Convertible & Senior Securities, Inc., 1C-9617, no. 9, p. 1571; IC-9654, no. 13, p. 1854 

Colonial Fund, Inc., The, 1C-9617, no. 9, p. 1571; IC-9654, no. 13, p. 1854 

Colonial Growth Shares, Inc., 1C-9617, no. 9, p. 1571; IC-9654, no. 13, p. 1854 

Colonial Income Fund, Inc., 1C-9617, no. 9, p. 1571; IC-9654, no. 13, p. 1854 
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Colonial Management Associates, Inc., |IC-9617, no. 9, p. 1571; 1C-9654, no. 13, p. 1854 

Colonial Realty Investment Company, Inc., LR-7815, no. 15, p. 1983 

Colonial Realty Securities Company, Inc., LR-7815, no. 15, p. 1983 

Colonial Securities, Inc., LR-7678, no. 1, p. 1112; LR-7709, no. 5, p. 1346 

Columbia Alaskan Gas Transmission Corporation, 35-19870, no. 10, p. 1644 

Columbia Coal Gasification Corporation, 35-19821, no. 5, p. 1331; 35-19870, no. 10, p. 1644; 35-19964, no. 18, p. 2165 

Columbia Gas Development Corporation, 35-19793, no. 2, p. 1134; 35-19821 no. 5, p. 1331; 35-19834, no. 6, p. 1374; 
35-19870, no. 10, p. 1644; 35-19964, no. 18, p. 2165 

Columbia Gas Development of Canada Ltd., 35-19821, no. 5, p. 1331; 35-19870, no. 10, p. 1644; 35-19964, no. 18, p. 
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